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previous meeting

AGENDA

Disposition of Minutes for Meetings Held September 5, 2018; and December 5, 2018

Old Business

Committee Item

1.

Tab C.1.a.

Tab C.1.b.

Tab C.1.c.

Tab C.1.e.

Tab C.1.1.

Discussion Items

. Audit Matrix Open Audit Recommendations Update

This matrix tracks the progress of the implementation of recommendations for
improvement or correction made by internal and external auditors.
Sarah Gampo, Director of Internal Audit, will report.

. FY19 Second Quarter Internal Audit Plan Update

Sarah Gampo, Director of Internal Audit, will report.

. Anonymous Reporting Hotline Stats Update

Sarah Gampo, Director of Internal Audit, will report.

. Enterprise Risk Management Update

Sarah Gampo, Director of Internal Audit,will report.

Research Compliance Audit Report
Sarah Gampo, Director of Internal Audit, will report.

Single Audit Report
Katrena Davidson, Controller, will report.



D. New Business

E. Adjournment



AUDIT RECOMMENDATIONS DASHBOARD
3RD QUARTER FISCAL YEAR 2019

Audit Recommendations - Days to Current Deadline from 3/6/19
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AUDIT RECOMMENDATIONS DASHBOARD
3rd QUARTER FISCAL YEAR 2019

Audit Recommendations Status by Audit - Current Quarter vs. Prior Quarter
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AL RECOMMENDATIONS STATUS - FY2019 Q3
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AUDIT RECOMMENDATIONS STATUS - FY2019 Q3

Al N &

A:;Itt Recommendation Number / Name v of Rec g Summary of Response Current Status Comment Prior Status Comment

Date Issued

Risk Category

Risk Level

Division

Original Deadline Revised Deadline

Current Status

2014-02-01  Payroll Time Entries There is a lack of segregation of duties for manual payroll The Payroll Department, based on approved source Compensating monitoring and oversight controls have been no change from prior comment - recommendation will be
time entries. There are employees who have the ability to documentation, is responsible to enter hours/time for the developed and implemented that mitigate the risk of reviewed during FY19 HR-Payroll Process Review Engagement

PT Segregation of Duties enter manual time entries without additional approval or minority of hourly timesheets that were not electronically improper activity in payroll processing, including manual

Apr. 2014 verification. This lack of segregation of duties increases the  processed through self-service:Banner. As a compensating payroll entries and manual checks. Recommendation
risk that incorrect or fraudulent paychecks may be issued. control, a report will be developed to identify any hours appears adequately addressed and is closed.

T Manual time entries should be tracked and an individual manually entered. This report will be compared to the

Financia should be assigned to confirm the validity of all manual time  source documents by a different individual than the

High entries. This individual should not have access to create a individual entering from the source document. Also, the

Finance and Business Operations
1/31/2016 3/31/2019

CLOSED

2014-02-02  Payroll Processing

PT Segregation of Duties
Apr. 2014

Financial
Moderate

Finance and Business Operations
12/31/2015 3/31/2019

CLOSED

2014-02-03 Manual Payroll Checks

PT Segregation of Duties
Apr. 2014

Financial
Moderate

Finance and Business Operations
12/31/2015
CLOSED

3/31/2019

Wednesday, January 30, 2019

manual time entry.

There are 4 individuals with the ability to process/calculate
payroll. Of these individuals, they all have ability to generate
paychecks and add/approve hours, and 3 have access to
record payroll in the general ledger and the ability to make
general ledger entries. This lack of segregation within the
process of generating the payroll creates and increases risk
of error or fraud within a paycheck or payroll. We
recommend a review of the workflow steps from running
(calculating) the payroll through the financial recording of the

Banner HR/Payroll security role classes were reviewed and
the number of individuals with both duties has been reduced
and segregated.

Security access has been redesigned to limit the ability to
perform the above workflow to only the Associate
Controller. These functions are necessary for the Associate
Controller in order to supervise the Payroll Department as
well as the general accounting functions in the Controller's
Office. However, any manual entry of hours by the Associate
Controller will be reviewed in the audit report mentioned in
Management's Response to Audit Finding &
Recommendation #2. The security access for all of the other

payroll and reassign rights in the systemtor
segregation of duties.

There is a lack of segregation of duties with the manual (off-
cycle) check process. There are individuals who can print
manual checks and who have access to the check stock. An
individual who has the ability to generate a manual (off-
cycle) check should not have access to the check stock.

individuals mentioned has been segregated between
entering, processing payroll, generating checks, and posting
to the ledger.

In order to segregate duties, the individuals who had access
to the blank check stock no longer have the ability to initiate
a manual check except for one person. As a compensating
control, any manual entry of hours by that person will be
reviewed in the audit report mentioned in Management's
Response to Audit Finding & Recommendation #2.

Compensating monitoring and oversight controls have been
developed and implemented that mitigate the risk of
improper activity in payroll processing, including manual
payroll entries and manual checks. Recommendation
appears adequately addressed and is closed.

Compensating monitoring and oversight controls have been
developed and implemented that mitigate the risk of
improper activity in payroll processing, including manual
payroll entries and manual checks. Recommendation
appears adequately addressed and is closed.

no change from prior comment - recommendation will be
reviewed during FY19 HR-Payroll Process Review Engagement

no change from prior comment - recommendation will be
reviewed during FY19 HR-Payroll Process Review Engagement
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Audit Recommendation Number / Name
Audit
Date Issued

Risk Category
Risk Level

Division

Original Deadline Revised Deadline

Current Status

v of Rec

Summary of Response

Current Status Comment

Prior Status Comment

2015-03-02  Tracking Faculty Workload

PT Academic Processes
Feb. 2015

Human Resources
Low

Academic Affairs
12/31/2016 7/31/2019
ON SCHEDULE - REVISED

2018-01-02  Waivers of Competitive Bidding

Procurement Audit
5/22/18

Financial
Moderate

Finance and Business Operations
12/31/2018
CLOSED

2018-01-04 eCUBE System Administration

Procurement Audit
5/22/18

Information Technology
Moderate

Finance and Business Operations
12/31/2018
CLOSED

2018-01-05 Vendor Master File Changes and
Maintenance
Procurement Audit

5/22/18

Financial
Moderate

Finance and Business Operations

12/31/2018
CLOSED

Wednesday, January 30, 2019

We recommend that further research be done to determine
if the Banner System has the capability to calculate and track
teaching hours, non-teaching time, and total faculty
workload, and if the system does, then the use of the system
should be implemented.

Waivers of competitive bidding require only approval of
Procurement Director and financial manager of the
requesting department. Implement a review by the Vice
President for Finance and Business Operations to approve or
deny bid waiver requests after they are reviewed and
approved by the Procurement Director.

System administrator users have ability to manually create
eCube user accounts (“direct logins”), circumventing the
controls of automated creation of users from Banner.
Evaluate structure of system administration to ensure
monitoring of elevated system administration accounts.
Strengthen controls around manually created eCUBE “direct
login” accounts.

Procedures for changes to vendor master file not consistently
implemented. Vendor master file not periodically reviewed
for duplicate records. Ensure supporting documentation for
changes to vendor master file are complete and maintained.
Review vendor master file for duplicates and scrub eCube
vendor list against Banner vendor master file at least annual.

Banner has the ability to monitor faculty workload, and there
is faculty workload non-teaching capability. A more detailed
analysis of Banner system capabilities should be completed.
The academic division is currently working with the
Registrar's office to impl a full year scheduling and
registration system,; this system will make much of the data
available at an earlier time and improve tracking and
reporting processes.

There is a new Director of Procurement Services
effective May 16, 2018. Evaluation of the
recommendation will continue as an additional review
of the Bid Waiver process.

Site administration has been removed from anyone with a
buyer role in eCUBE system. Roles of individuals with site
administration access will be reviewed; availability of system
activity logs will be evaluated. Based on system review,
certain roles require setup as direct logins. Procedures will be
updated to require all direct logins follow same approval
process as requestors and approvers.

Staff were reminded of procedures for set up of new vendor.
New Vendor Form will be revised to incorporate conflict of
interest verification. Vendor maintenance procedures will be
updated for procedures for additions, changes, and
inactivation of vendor records and annual review of records.

on schedule - no change to report at this time

Bid waiver review procedures have been reviewed. An
approval threshold for review by VP for Finance and Business
Operations has been established. Recommendation appears
adequately addressed and is closed.

Procedures for new vendor requests have been updated and
documented. Recommendation appears adequately
addressed and is closed.

Procedures to modify an existing vendor have been updated
and documented. Recommendation appears adequately
addressed and is closed.

on schedule - no change to report at this time

on schedule - no change

on schedule - no change

on schedule - no change
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Audit Recommendation Number / Name
Audit
Date Issued

Risk Category
Risk Level

Division

Original Deadline Revised Deadline

Current Status

Summary of Response

Current Status Comment

Prior Status Comment

2018-01-06 Review of Vendors for Debarment

Procurement Audit
5/22/18

Financial

Low

Finance and Business Operations
12/31/2018
CLOSED

2018-01-08 eCUBE System User Accounts
Maintenance
Procurement Audit

5/22/18

Financial

Low
Finance and Business Operations

12/31/2018
CLOSED

2018-01-09 eCube Contract Management

Module
Procurement Audit
5/22/18
Financial
Low

Finance and Business Operations
12/31/2018
CLOSED

2018-01-10 Documentation Maintained in

eCUBE
Procurement Audit
5/22/18
Financial
Low

Finance and Business Operations
12/31/2018
CLOSED

Wednesday, January 30, 2019

Purchases processed outside of eCube are not reviewed for
debarment from state or federal funding (for purchases on
federal grants). Ensure procedures include verification
vendors are not debarred from state or federal (for
purchases on federal grant) purchasing.

Periodic review of eCUBE user list against a list of active
employees is not performed. Procedures for changes to
manual direct login accounts not documented. There are a
large number of inactive eCube user accounts.

eCube contracts module not consistently implemented.

Few instances were noted where manual supporting
documentation maintained in eCUBE was not consistent
across all transactions or was not complete.

New Vendor Form will be revised to add a review and
verification that vendor was not debarred from state or
federal funding. Departmental procedures for processing
purchase orders in eCUBE will be reviewed and updated to
incorporate standards, including responsibilities of buyers
and information required to be maintained. Training on any
updates will be provided to relevant staff.

At least annually, scrub eCUBE user list against active
employees list. Document procedures for ensuring direct
login account access is removed timely. Evaluate purging
inactive eCUBE accounts. eCUBE System User Account
Maintenance procedures will be updated to incorporate
procedures for additions, changes, and inactivation of user
accounts as well as annual review of records for possible
inactivation and purging.

Evaluate fully implementing the eCUBE contracts module for
enhancing contract compliance monitoring.

Director of Procurement Services will evaluate eCUBE
contract module and determine if it is an appropriate
solution for contract compliance monitoring and managing
contract expiration and milestone tracking.

Ensure departmental procedures include standards for
documentation captured and maintained in eCUBE. Ensure
procedures are documented and communicated to relevant
Purchasing Department staff. Departmental procedures for
processing purchase orders in eCUBE will be reviewed and
updated to incorporate standards, including responsibilities
of buyers and information required to be maintained in
eCUBE. Relevant staff will be trained on any updates.

Procedures for new vendor requests have been updated and
documented. Recommendation appears adequately
addressed and is closed.

Procedures for eCUBE User Administration that include a
semi-annual review of users have been developed and
documented. Recommendation appears adequately
addressed and is closed.

Procedures for setting-up contracts in eCUBE have been
developed and documented. Recommendation appears
adequately addressed and is closed.

Procedures for reviewing requisitions have been
documented. Recommendation appears adequately
addressed and is closed.

on schedule - no change

on schedule - no change

on schedule - no change

on schedule - no change
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Youngstown State University
Office of Internal Audit
Audit Plan Quarterly Update
Fiscal Year 2019
July 1, 2018 - December 31, 2018

July 2018 - December 2018 Jan - Mar
July - Sept Oct - Dec FY19 to date as of December 31 Quarter3
Quarter 1 Quarter 2 Total Budget Difference Budget* C t
lAudit and Assurance:
Audit Engagements:
payroll process review is fieldwork phase of mapping and analyzing
processes in scope; fieldwork anticipated to be complete in FY19Q4 with
Payroll 40.0 9.0| 49.0 155.0 106.00 130.0 report issuance anticipated in FY20Q1
Grants/Research Compliance 139.5 53.0 192.5 105.0 (87.50) 35.0 audit completed in FY19Q3
Banner Security - - - - 0.00 -
Pengiun Tuition Promise 4.0 29.0 33.0| 40.0 7.00 - closed in FY19Q2
Student Organizations - - - - 0.00 -
Continuous Auditing/Analytics 67.5 155.0 222.5 135.0 (87.50) 80.0 continuous auditing thru FY19Q1 completed; FY19Q2 in progress
Open Audit Recommendation Follow-up 25.0 2401 49.0 7001 2100 35.0 [ N
Hotline Monitoring 8.0 2.0 10.0 30.0 20.00 15.0
284.0 272.0 556.0 535.0 {21.00) 295.0
Advisory 18.5 18.5 37.0 150.0 113.00 90.0
|Administrative & Planning:
Administrative 425 47.5 90.0| 93.0 3.00 50.0
Annual Planning, Audit Subcommitte Prep
and Meetings 31.5 51.0 82.5 30.0 (52.50) 15.0
Enterprise Risk Management assistance 17.0 14.0] 31.0 40.0 9.00 20.0
Professional Development & Training 25.0 20.5 45.5] 50.0 4.50 10.0
Holiday, Vacation/Sick
101.5] 104.5] 206.0 150.0 {56.00) 32.0
217.5 237.5 455.0] 363. {92.00) 127.0
[Total Hours [ 520.0] 528.0] 1048.0) | 1043.0] | 4 | 5120}

Internal Audit Department staffing resources:
Internal Audit Director

*adjusted from original to remove 15 hours/week budgeted for Fall 2018 intern

prepared: 1/29/2019




YSU Anonymous Reporting Hotline

Aggregated Statistics
Fiscal Year 2019 Quarter 3

As of 1/29/19
fiscs Mear Prior Fiscal
: A 2 i
Hotline Activity Quarter 1* | Quarter 2*| Quarter 3 To Date Year Total*
Open from previous quarter 2 1 1
Reports received** 4 2 0 6 9
Closed
Unsubstantiated/insufficient information 3 1 1 5 4
Process enhancements noted - - - - -
Formal investigation - - - - -
Referred 2 1 - 3 3
Total Closed - 2 - 7 7
Under review at quarter end 1 1 -
Riscal Rear | | pior Fiscal
Reporting Method Quarter 1 | Quarter 2 | Quarter 3 To Date 3
Year Total
Total
Ethicspoint Phone - - - . -
Ethicspoint Website 4 2 - 6 9
Total: 4 2 - 6 9
Hreal Xean Prior Fiscal
Reporter Anonymity Quarter 1 | Quarter 2 | Quarter 3 To Date
Year Total
Total
Anonymous 4 2 - 6 9
Not anonymous - - - - -
Total: 4 2 - 6 9

*Revised from previous

**Reports Received by Quarter
Q1 Q2 Q3 Q4 Total
FY194 2 0 6
Fyig1 2 5 1 9
FY17 3 2 5
Total reports received since inception 20



Youngstown

STATE UNIVERSITY One University Plaza, Youngstown, Ohio 44555

Office of Internal Audit
330.941.2015
www.ysu.edu

Internal Audit Report

Date: February 11, 2019

To: Dr. Greg Dillon, Interim Associate Vice President for Research
Theresa Orwell, Associate Controller, Grants Accounting

From: Sarah Gampo, Internal Audit Director

RE: Research Compliance Audit Audit #: FY2018-02

Background

Research at YSU

Research is one of the four cornerstones in the University’s 2020 strategic plan. The strategic plan initiative for
research is “Attaining a More Defined Urban Research University Profile for YSU” with external research funding
identified as a key metric. Since inception of the strategic plan in 2010, external research funding has fluctuated
from a low of $3.5 million in FY13 to a high of $8.8 million in FY17. In FY17, total external research funding dollars
awarded increased 14% from the prior year; federal research funding dollars awarded increased 55%.*

Research compliance
Depending on the source of funding and the activities funded, awards may be subject to various federal regulations,

state regulations, and specific requirements of the award sponsor and funding agreement. Noncompliance could
result in loss of the award, loss of funding from the sponsoring agency, and/or repayment of previously reimbursed
funds. An institutional framework with internal controls embedded in processes ensures compliance. A strong
framework includes establishment of controls that provide reasonable assurance, evaluation and monitoring
compliance, and timely corrective action when noncompliance is identified.

Single audit of federal compliance
In accordance with federal regulations, an annual single audit is performed by the University’s independent

external auditor. The single audit includes an audit of the University’s compliance with requirements described in
OMB Compliance Supplement that could have a direct and material effect on the University’s major federal
programs.

Youngstown State University does not discriminate on the basis of race, color, national origin, sex, sexual orientation,
gender identity and/or expression, disability, age, religion or veteran/military status in its programs or activities, Please visit

www.ysu.edu/ada-accessibility for contact information for persons designated to handle questions about this policy.



Engagement
Internal Audit reviewed the framework of internal controls related to the University’s research compliance. The
engagement encompassed both pre-award and post-award activities related to compliance.

An audit is designed to provide reasonable, but not absolute assurance regarding the effectiveness of
internal controls. An audit involves the use of sampling, rather than testing 100% of a population of
transactions or items. Internal Audit promotes continuous improvements and effective internal controls.
However, management is responsible for the design, implementation and operating effectiveness of
internal controls.

Objectives
The primary objective of this audit was to evaluate the adequacy and effectiveness of the University’s framework of
controls in place to ensure compliance with federal and state regulations and requirements of awarding agencies.

Specific objectives include evaluating the framework for:

e Alignment with federal guidelines contained in 2CFR200
e Adequacy and design of policy and procedures
e Compliance with policies and procedures

Scope and Timing

The scope of this engagement included review of the University’s processes related to research compliance. The
time period under review was the prior fiscal year (July 1, 2016 to June 30, 2017) through 2018 fiscal year-to-date.
Compliance requirements tested during the annual single audit were not tested during this engagement.

Though not an all-inclusive list, the scope included processes related to:
e Conflicts of interest in research
o Cost sharing
e Cost transfers
e |ACUC (Institutional Animal Care and Use Committee)
e IRB (Institutional Review Board)
e Effort reporting
o  Sub-recipient monitoring

Audit procedures included:
o Review of related documented University policies and procedures
e Inquiries of University staff, including process walkthroughs
o Review and testing of records and supporting documentation

Testing included the use of sampling where appropriate, rather than review of all items in a population.

2|Page
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Conclusion

Overall the audit indicated controls were adequate and effective to provide reasonable assurance that risks were
being managed and objectives were met. However, Internal Audit observed several areas for improvement and
enhancement of controls. Therefore the audit opinion is effective, opportunities for improvement.

The observations and audit recommendations are presented in this report along with managements’
responses. Management’s response includes a planned implementation date for corrective action. Internal
Audit perform follow-up procedures subsequent to the indicated implementation date to verify that corrective
actions have been taken.

I wish to express my appreciation for the cooperation extended by the campus personnel over the
course of this review.

Sincerely,

MW

Sarah Gampo, CPA, CIA, MSA
Director of Internal Audit

IData obtained from Office of Research Services FY 17 Fourth Quarter Report presented to the Academic and Student Affairs Committee of the
Board of Trustees on September 6, 2017.

Cc: K. Davidson
M. Hripko
N. McNally
J. Tressel
S. Van slambrouck

Audit Subcommittee
3|Page
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Research Compliance Audit # FY2018-02

Executive Summary
Observation Summary Recommendation Summary Management Response Summary Implementation
Date
Process has not been developed | Develop and communicate procedures to | Management recognizes conflict of interest (Col), whether real or
to implement University Policy ensure potential conflicts are timely and | apparent, represents one of the greatest potential liabilities to July 31, 2020
#3356-10-17 Objectivity in completely identified, disclosed, the University. It is proposed that all Principal Investigators must
Research — Avoidance of Conflicts | documented and reviewed in accordance | have a Col declaration on file with the Research Office before
of Interest. with University Policy 3356-10-17 being allowed to seek external support for scholarly activity or
Objectivity in Research — Avoidance of research.

Risk rating: High Conflicts of Interest.
Controls not adequate to ensure | Develop and implement a formal, Corrective actions include:
proposed post award changes are | documented internal pre-approval 1. Currently PI’s have the ability to process budget transfers August 31,
timely identified and reviewed process for post award changes and within their grant fund in Banner. The Controller’s Office is 2019
for compliance with sponsor pre- | rebudgets to ensure sponsor pre- exploring limiting system ability for PI’s to process budget
approval requirements. approval is timely obtained. transfers.

2. Development of an internally routed form in which transfers

are requested by Pl and submitted through an approval
process, to ORS and ending with Grants Accounting.

3. Incorporation of these requirements into appropriate
Risk rating: High documentation and training.
Documented Office of Research | s Develop and export control policy The initial enabling action is the development of an Export
export control approval e Ensure communication of export Control policy that will be reviewed on a regular basis. Following | January 31,
procedures have not been control approval procedures within ORS | appropriate policy development and focused communication to 2020
implemented. Also the university | and to principle investigators and college/departmental units, forms and documents will be
does not have an export control researchers developed and implemented. The current proposal router makes
policy. Pls aware of the need to be aware of export control issues, but it

does not require any declaration regarding the necessity for

review. The Office of Research suggests that this could be an
Risk rating: Moderate implementable first step in developing the required awareness.
Formal, documented Develop and implement procedures for ORS and Grants Accounting are currently finalizing a formal sub-
subrecipient risk assessment is subrecipient risk assessment and recipient risk assessment process based partially on the federal March 31, 2020
not in place to ensure compliance | monitoring. demonstration partnership best practices documentation. Of
with federal uniform guidance. greater concern is the likelihood of sub-recipients failing to meet

the terms and conditions of the sub award in a consistent and

timely manner. Therefore, much of the focus of this issue will be
Risk rating: Moderate on development of clear assessment protocols.

4|Page
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Executive Summary - Continued

Observatiohls.ummaryv

Recommendation Summary

Management Response Summary

Implementation

Date
e Formal ongoing periodic Develop formal, ongoing periodic training | Management believes that the audit items can be substantially
training for Pls and potential Pls | for PI’s and potential PI’s that is aligned addressed as a result of the hiring a new Director of Research, January 31,
to ensure understanding of with funding agency guidelines. Ensure Compliance and Initiatives (Dr. Van slambrouck). Pertinent tasks | 2020
policy, procedures, and sponsor | required trainings are monitored for planned include: review of the current RCR training requirements,
requirements is not place. completion. development of comprehensive training materials, monthly
o Training completion is not presentations, formal manuals, development of compliance
monitored. monitoring procedures. '
e Training has not been aligned
with funding agency guidelines.
Risk rating: Moderate
Procedures not in place to ensure | Coordinate procedures with Grants ORS and Grants Accounting will meet jointly monthly. Uniform
budgets communicated to Grants | Accounting to ensure budgets accurately | budgeting processes will be developed and approved. Efficient August 31,
Accounting accurately reflect reflect the sponsor-approved budget in mechanisms will be put in place to ‘flag’ inconsistencies during | 2020
sponsor-approved budget. alignment with the university’s the proposal phase and remedial measures will be standardized.
accounting system h
Risk rating: Moderate
Procedures not in place to ensure | Develop procedures to ensure Adherence to established procedures can be assured by
consistent and complete documentation is retained in accordance | implementation of: January 31,
documentation is retained in with the university’s record retention 1. Aregular review of existing documents with a view to 2020
Office of Research files. schedule and Office of Research resolving inconsistencies and completing the record.
procedures. 2. Assignment of primary responsibility for record retention,
Risk rating: Low archiving and destruction to a designated officer.
Monitoring process not in place Develop a process to track and monitor Appropriately configured eRA system will allow convenient
to ensure programmatic reports programmatic reporting to comply with tracking of reporting requirements and responses. Prior to such August 31,
timely submitted to funding Office of Research procedures ensuring acquisition, a spreadsheet file will be developed that tracks 2019
agencies. timely submission of reports. reporting requirements for each grant. Automated notification of
pertinent offices and PlIs will also be explored. The potential to
use the activity tracking platform called Monday.com. as a non-
Risk rating: Low financial reporting requirement tool is also being explored.
5|Page
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Executive Summary - Continued

Observation Summary

# Recommendation Summary Management Response Summary Implementation
Date
9 | Standard process not developed | Develop standard procedures for New forms are being developed that will provide consistency for
for cost transfer request moving | requesting cost transfers to ensure all types of cost transfer requests that will include an explanation, | July 1, 2019
expenses to a grant fund. consistent documentation of approval justification, and appropriate approvals.
and justification.
Risk rating: Low
10 | Travel expenses charged to grant | Include Grants Accounting in the Concur | Grants Accounting understands the desire to automate workflow
funds are manually routed to automated approval workflow routing for | approvals in Concur rather than relying on manual routing. We January 1,2020
Grants Accounting for review, expenses charged to grant funds. are exploring the use of automated workflows for travel — -
rather than being in the reimbursements in Concur.
automated workflow routing.
Risk rating: Low
11 | Electronic Research Develop a formal implementation plan A viable eRA system was identified and purchased. However, the
Administration (ERA) system was | for the ERA system software to enable vendor went out of business, rendering the selected platform July 31, 2020
purchased but not implemented. | appropriate oversight and management impractical. The Office of Research has begun the process of
ERA system enables automation | of the project. evaluating alternative systems. Associated options range from
of some manual pre-award and highly developed somewhat ‘canned’ solutions to engagement
nonfinancial post-award with companies focused on custom program development.
processes and controls. Management agrees that procurement of a dedicated eRA
platform is central to the development of efficiencies needed to
advance the research enterprise to competitiveness with peer
Risk rating: Low institutions. Key steps to implementation have been identified.
6|Page
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Internal Audit of Research Compliance

Recommendations

1. Conflict of Interest in Research (high)

Observation

Consistent with various federal sponsoring agencies requirements, the university has established a
policy to ensure that the design, conduct, or reporting of funded research will not be biased by
conflicting financial interests. University Policy # 3356-10-17 Objectivity in Research — Avoidance of
Conflicts of Interest requires all individuals working on sponsored projects disclose potential conflicts of
interest to the associate vice president for research for review and that documentation of conflicts be
included with the proposal when it is routed for institutional approval. However, a process to
implement the policy has not been developed. The current approach relies on the Controller’s Office
procedures for disclosure of financial interests under University policy 3356-7-01 Conflicts of Interest;
however the procedures do not align with the requirements of the research conflict of interest policy,
such as timing of disclosure, who must disclose, and review of potential conflicts by the Office of
Research.

Recommendation

Develop standard procedures to ensure potential conflicts are timely and completely identified,
disclosed, documented and reviewed in accordance with University Policy 3356-10-17 Objectivity in
Research — Avoidance of Conflicts of Interest. Assess and consider alignment with specific requirements
related to conflict of interest of the University’s major federal funding agencies.

Enhance training and communication to principal investigators and researchers to ensure awareness
and understanding of institutional procedures (see recommendation #5 Principal Investigator Training
and Communication).

7 | Page
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1. Conflict of Interest in Research - continued

Management response

Management recognizes that conflict of interest (Col), whether real or apparent, represents one of the
greatest potential liabilities to the University. It is proposed that all Principal Investigators must have a
Col declaration on file with the Research Office before being allowed to seek external support for
scholarly activity or research. This declaration can be made before submission of an initial proposal or
as part of a mandatory annual University wide process.

There are critical components to this solution.

1. Clear definitions of Col must be developed and captured in paper/online forms
Clear protocols must be developed regarding how Cols can be managed.
An active Col committee (addressing both personal and institutional Conflicts) must be
empaneled. This committee will comprise of ex-officio members from pre and post award as
well as representatives for all colleges. All members must be formally trained on relevant
statutes. This committee will determine which conflicts are intolerable and which can be
managed in a manner that eliminates risk to the University.

4. The above committee members will be asked to serve terms of no more than two years.

5. Conflict of interest issues must be included in written training materials as well as in workshops,
seminars and other training instrumentalities as appropriate.

6. Col policies and procedures must be reviewed and updated as appropriate.

While significant progress can be expected in the near term, this is a significant task. Management
therefore anticipates a likely implementation date of on or about July 31*, 2020.
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2. Post award Changes and Rebudgets (high)

Observation

Sponsor pre-approval is required by many funding agencies for changes to the original budget and
scope; the specific pre-approval thresholds may vary not only by funding agency but also award. Thus
reviewing proposed scope and rebudgets often requires the judgement of subject matter expertise in
both federal guidelines, agency terms, and the award. The budget in Banner is a key control to ensuring
adherence to the sponsor-approved budget. Thus maintaining the integrity of the Banner budget is also
key. Several controls are currently in place to ensure the integrity of the Banner budget. Personnel line
items in the Banner budget cannot be altered without Grants Accounting review and approval. Grants
Accounting monitors budget transfer activity in non-personnel line items after it has posted to detect
changes requiring sponsor approval.

However, a preventative control is not in place to ensure proposed post award changes are timely
identified and reviewed for compliance with sponsor pre-approval requirements. An adequate mix of
preventative detective and corrective is needed to ensure effectiveness of a system of controls. A best
practice noted at other universities is having an internal pre-approval process in place for post award
changes, including rebudgets. The internal pre-approval process is designed to ensure scope and budget
changes are timely submitted to and authorized by the sponsor; thus reducing the risk of disallowed and
questioned costs resulting from activities and expenses that deviate from the sponsor approved project.
The internal pre-approval process enables to Office of Research to assess primary investigator’s
proposed changes in light of the scope of work, budget narrative, budget, terms and conditions, agency
guidelines, etc. to assist the Pl in ensuring they are in compliance with pre-approval requirements.

Recommendation

Enhance preventative controls over post award modifications. Develop and implement a formal,
documented internal pre-approval process for post award changes and rebudgets to ensure sponsor
pre-approval is timely obtained. Ensure procedures for the internal approval process are documented
and:

o Clarify roles and responsibilities of project investigator, ORS and Grants Accounting,
o Establish guidelines for modifications requiring internal pre-approval.

9 | Page
Research Compliance Audit FY2018-02



2. Post award Changes and Rebudgets - continued

I\/Ianagement response

ORS and Grants Accounting are aware of the risks associated with uncontrolled budget revision and
reallocation without appropriate approval. Corrective actions include;

1. Currently PI's have the ability to process budget transfers within their grant fund in Banner. The
Controller’s Office is exploring limiting system ability for PI's to process budget transfers.

2. Development of an internally routed form in which transfers are requested by Pl and submitted
through an approval process, to ORS and ending with Grants Accounting.

3. Incorporation of these requirements into appropriate documentation and training.

Management anticipates a likely implementation date of on or about August 31*, 2019.
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3. Export Control (moderate)

Observation

Universities, through their research activities, are subject to various federal export control regulations.
Export control regulations may be applicable across the institution. A consistent, repeatable process to
identify, capture, and escalate potential exports for review is needed to ensure compliance with the
regulations. The Office of Research has developed procedures to ensure identification and escalation of
potential exports to the ORS for review, including a standard “Export Control Approval Form.”

However, the documented procedures have not been implemented. While decentralized processes to
ensure compliance with export controls appear to be in place in specific high risk areas, institutional
level controls are not. Key institutional level controls is an export control policy that support institution-
wide procedures for identifying capturing and escalating for review.

The University also does not have an export control policy. An export control policy appears to be a best
practice at universities with a robust research focus to ensure awareness of export control regulations
and promote compliance with University procedures.

Recommendation

e Enhance institutional level controls for ensuring compliance with federal export control
regulations, including a University policy on export control.

e Enhance training and communication to principal investigators and researchers to ensure
awareness and understanding of institutional procedures (see recommendation #3 Principal
Investigator Training and Communication).

e Enhance internal departmental documentation and communication of institutional export
control procedures to Office of Research staff. Ensure procedures are periodically reviewed and
updated. Ensure Office of Research has adequate awareness and understanding of export
controls and procedures.

Management response

The existing Export Control Approval Form has been central to the capture of export control issues and
escalation to Research Office review. However, it is evident that adequate awareness of associated
regulations is not at the level required. A written University policy is required that may be
communicated to stakeholders through appropriate website matter and as a consistent component of
training materials and research unit outreach events and trainings. The initial enabling action is the
development of an Export Control policy that will be reviewed on a regular basis. Following appropriate
policy development and focused communication to college/departmental units, forms and documents
will be developed and implemented. The current proposal router makes Pls aware of the need to be
aware of export control issues, but it does not require any declaration regarding the necessity for
review. The Office of Research suggests that this could be an implementable first step in developing the
required awareness.

Management anticipates a likely implementation date of on or about January 31st, 2020.
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4. Risk Assessment and Monitoring Federal Grant Subrecipients
(moderate)

Observation

Title 2 Part 200 of the Code of Federal Regulations, commonly refered to as “uniform guidance,”
requires a risk assessment and monitoring when federal funds are passed through to a subrecipient
entity. Section 331 states,

“All pass thru entities must: (b) Evaluate each subrecipient’s risk of noncompliance with Federal statutes,
regulations, and the terms and conditions of the subaward for purposes of determining the appropriate
subrecipient monitoring...

(d) Monitor the activities of the subrecipient as necessary to ensure that the subaward is used for
authorized purposes, in compliance with Federal statutes, regulations, and the terms and conditions of
the subaward; and that subaward performance goals are achieved.”

Currently an initial questionnaire is completed the subrecipient when the award is issued and ongoing
monitoring is in place around subrecipient financial reports. However, a subrecipient risk is not formally
assessed in a documented risk assessment that is used to determine ongoing post-award monitoring.

Recommendation
Develop and implement procedures for:

e performing a formal, documented initial subrecipient risk assessment. Consider the
subrecipient risk assessment tool provided by the Federal Demonstration Partnership as a best
practice example.

e leveraging the initial risk assessment for determining the of post award monitoring.

e periodically updating the subrecipient risk assessment based on the results of post award
monitoring.

Ensure procedures for the subrecipient risk assessment and monitoring are documented.
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4. Risk Assessment and Monitoring Federal Grant Subrecipients -
continued

Management response

ORS and Grants Accounting are currently in the process of finalizing a formal sub-recipient risk
assessment process based partially on the federal demonstration partnership best practices
documentation. It is expected that this form will be finalized in the matter of weeks. However, the
follow-up sub-recipient evaluations as related to post award monitoring have not yet been developed.
This task will be the focus of efforts that may continue for a longer period of time. It is important that
factors addressing both ORS and Grants Accounting concerns be incorporated into the evaluations. The
risk of non-compliance by a sub-recipient is not always amenable to convenient evaluation. Specialized
knowledge is often required. For instance, the existence of highly developed, pre and post
infrastructure at the sub-recipients would suggest a low probability of non-compliance, but that is not
necessarily the case. Of greater concern is the likelihood of sub-recipients failing to meet the terms and
conditions of the sub award in a consistent and timely manner. Therefore, much of the focus of this
issue will be placed on development of assessment protocols that are clear to both ORS and Grants
Accounting. Engagement of other functionalities within Youngstown State may on occasion be
necessary to perform an adequate risk assessment. For instance, legal counsel might be called upon to
feview sub-recipient agreement terms for compliance, as well as efficient coordination with YSU
procedures. It is also believed that a mechanism should be in place to incorporate input from
appropriate technical cognizance into the risk assessment.

Management believes that the development of initial and continuous sub-recipient evaluations
represents a critical task in the streamlining of the sub award process. Therefore, a completion date of
on or about March 31, 2020 is anticipated.
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5. Principal Investigator Communication and Training (moderate)

Observation

Effective training and communication ensures compliance by fostering awareness and understanding of
requirements and procedures to implement them; it is ongoing and occurs both formally and informally.
Responsible Conduct of Research (RCR) training is required by various federal funding agencies to assist
principal investigators and researchers to understand their role in ensuring compliance. The Office of
Research procedures require all researchers, regardless of funding agency, complete RCR training prior
to the start of their sponsored project. RCR training is online through a third party provider.

In addition, the Office of Research and Grants Accounting formally and informally communicate relevant
university specific policies and procedures to principal investigators. For example, The Office of
Research Guide to Sponsored Programs provides comprehensive guidance on university specific
procedures.

However, Internal Audit noted the following:

e Formal, periodic training to build awareness and understanding of university policies and
procedures has not been consistently implemented

e There is not a process in place to ensure sponsored projects training is consistent with
requirements of the University’s funding agencies.

e An effective, systematic process to track and monitor timely completion of RCR training does
not appear to be in place

e Best practices require RCR training be re-taken after a specified period of time. The university’s
RCR trainings do not expire; once completed, they are never required to be re-taken.

Recommendation

Enhance sponsored projects training and communication to potential and current principal
investigators.

o Develop procedures to periodically review and update sponsored programs training, including
evaluation for compliance with funding agency guidelines and alignment with best practices.
Though not an all-inclusive list, below are specific updates noted during the audit:

o Ensure training is sufficient to comply with funding agency training guidelines.

o Continue to develop and consistently offer trainings in university policy, procedures, and
processes related to sponsored programs.

o Develop and implement monitoring procedures to ensure timely completion of RCR
training.

o Establish a validity period for RCR training after which time it must be re-taken.

e Ensure the Guide to Sponsored Programs is periodically reviewed and updated jointly by both
the Office of Research and Grants Accounting for changes in practices and procedures.
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5. Principal Investigator Communication and Training - continued

Management response

Management recognizes and acknowledges the shortcomings identified in the audit. While substantial
efforts have been expended in the past to address these issues, a dearth of sufficient personnel has
hampered effectiveness. For instance, the Director position in the Office of Research has been vacant for
approximately two years and the previous Associate Vice President for Research was responsible for
tasks that have now been assigned to a new and separate Associate Vice President position.
Management believes that the audit items can be substantially addressed as a result of the hiring a new
Director of Research, Compliance and Initiatives (Dr. Van slambrouck). The following pertinent tasks are
planned.

1.

A thorough review will be conducted that addresses our current online (RCR) training
requirements to assure that they are adequate, reasonable, appropriate to the University’s
research profile and supplemented appropriately by in person training.

Comprehensive training materials will be developed that are both generalized to meet
institutional responsibilities and specialized to address college-specific needs.

A schedule of monthly presentations will be established through which the Research Office will
visit all colleges on a rotating basis, so that each college is visited twice each year.

Formal manuals will be developed to address all areas of Pl training and these will be reviewed
on a regular basis.

Compliance monitoring procedures will be developed and reviewed and revised according to a
regular schedule.

The sponsored programs guide will be reviewed and formally updated at least every six months
or as new requirements are identified.

Development of training materials and establishment of reliable procedures for review and update will

constitute a major time commitment. Therefore, management anticipates a likely implementation date

of on or about January 31, 2020.
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6. Preparation of budgets for Banner entry (moderate)

Observation

Each grant is tracked in a separate fund in the University’s financial accounting system, Banner. The
Banner fund has a budget that is aligned with the sponsor approved budget and is key to ensuring
allowability of expenditures and monitoring compliance with the sponsor approved budgets. To be
effective for monitoring expenditures, the budget in the Banner fund must accurately reflects the
sponsor budget and be aligned with the university accounting system. A standard budget form has been
developed and is in place to transfer budget data from the Office of Research to Grants Accounting.
However a large number of budget forms required modification after submission to Grants Accounting
to align with the university’s accounting system and therefore be reliable for monitoring.

Recommendation

Continue to streamline the process of transferring budget data from the Office of Research to Grants
Accounting for entry into Banner. Coordinate procedures with Grants Accounting to ensure budgets
accurately reflect the sponsor-approved budget in alignment with the university’s accounting system.

Management response

Alignment of budget details in pre and post award is a critical goal. Management recognizes that this
can best be achieved by closer communication between the offices. Going forward, joint monthly
meetings will be held. Uniform budgeting processes will be developed and approved. Efficient
mechanisms will be put in place to ‘flag’ inconsistencies during the proposal phase and remedial
measures will be standardized.

Management anticipates a likely implementation date of on or about August 31, 2020.
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7. Research Office supporting documentation (low)

Observation

The record retention schedule requires the proposal and agreement be maintained. Office of Research
procedures also require certain documentation also be retained in the grant file, such as documentation
related to Institutional Review Board and IACUC reviews. However, several instances of inconsistent
and/or incomplete documentation was noted in Office of Research files. Procedures do not appear to
be in place to ensure consistent and complete documentation is retained in the Office of Research files.

Recommendation

Develop procedures to ensure documentation is retained in accordance with the university’s record
retention schedule and Office of Research procedures.

Management response

Voluminous documentation is general by the grant seeking enterprise, and the attributes vary greatly
across granting authorities (Federal, State, Local, Private Industry, Non-profit and Foundation). While it
is believed that the Office of Research documentation and record retention procedures are largely
effective, errors occur and data packets are sometimes incomplete. Adherence to established
procedures can be assured by implementation of two relatively simple measures;

1. Avregular review of existing documents with a view to resolving inconsistencies and completing
the record.

2. Assignment of primary responsibility for record retention, archiving and destruction to a
designated officer.

Management anticipates a likely implementation date of on or about January 31, 2020.
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8. Monitoring nonfinancial programmatic reporting (low)

Observation

Sponsored agreements may include requirements for periodic nonfinancial programmatic reporting. To
ensure compliance with the agreement, Office of Research procedures require Principal Investigators
provide copies of programmatic reports to Office of Research or evidence reports were submitted to
sponsors. However, programmatic reports are not consistently maintained. A systematic monitoring
process is not in place to ensure programmatic reports are timely submitted to funding agencies.

Recommendation

Develop a process to track and monitor programmatic reporting to comply with Office of Research
procedures ensuring timely submission of reports.

Management response

The Office of Research is responsible for informing ihvestigators of their responsibility for timely
submission of non-financial programmatic reports. Principal Investigators bear primary responsibility
and are generally notified of delinquency by funding authorities. Internal procedures require Pls to
provide copies of programmatic reports to the Office of Research. In instances where Research Office
approval is required prior to official submission a copy can be captured and archived directly. However,
in many instances Pls can submit documents without approval and therefore the Research Office is not
included. Failures highlighted in the audit are partially due to the above factors and partially the lack of
defined follow up procedures. Management believes that implementation of an appropriately
configured eRA system will allow convenient tracking of reporting requirements and responses. Prior to
such acquisition, a spreadsheet file will be developed that tracks reporting requirements for each grant.
Automated notification of pertinent offices and Pls will also be explored. It should be noted that ORS
has implemented an activity tracking platform called Monday.com. The potential for use of this
software tool as a non-financial reporting requirement toll was explored, though a final determination
was not made.

While the most satisfactory manner in which this issue could be addressed would entail acquisition of an
appropriately capable eRA system an interim solution is required. Therefore Management anticipates a
likely implementation date of on or about August 31%, 2019.
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9. Cost transfer Standardization (low)

Observation

A cost transfer is an expense that is transferred from where it was originally recorded in the financial
accounting system. Although costs transfers are needed from time to time to ensure charges to a grant
a complete, transfers, especially when frequent or recurring, may indicate inadequate financial
oversight of the grant. Hence, cost transfers are more likely to be questioned by funding sponsors and
are particularly increased risk on federal grants. Uniform Guidance 200.400 Subpart E - Cost Principles
outlines the requirements of allowability and allocability of all expenses charged to a grant. Because of
the increased risk of cost transfers, additional procedures must be in place to ensure the university can
explain and justify all charges transferred, especially onto federal awards.

No exceptions were noted in the operating effectiveness of controls over cost transfers. However the
current process for cost transfer requests could be more standardized; transfers are requested by
Principal Investigators via email to Grants Accounting. Given the increased risk of cost transfers and the
level of federal funding the university receives, a formal, standardized process is best practice to ensure
transfers are justified and documentation is maintained to explain and evidence the appropriateness of
transferred costs.

Recommendation

Mature the cost transfer request process to ensure repeatability, consistency and strengthen
documentation.

Develop a standard cost transfer request form with principal investigator sign-off. Ensure procedures
include oversight by Grants Accounting of cost transfers to ensure adequacy of documentation including
justification and explanation.

Management response

Grants Accounting realizes the importance of standardizing the cost transfer request process and the
need to strengthen request documentation. Therefore, new forms are being developed that will
provide consistency for all types of cost transfer requests that will include an explanation, justification,
and appropriate approvals. The forms will be tested throughout spring of 2019 with a planned full
implementation effective July 1, 2019.
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10. Pre-approval of travel expenses charged to grants (low)

Observation

Approval of grant expenditures by Grants Accounting prior to charging to the grant fund ensures
expenses are allowable and allocable in accordance with Uniform Guidance, sponsor terms, and the
sponsored agreement. Certain expenses are routed to Grants Accounting for approval prior to charging
to grant funds. Internal Audit noted employee reimbursements charged to grant funds are manually
routed to Grants Accounting for review. However, Grants Accounting is not in the automated concur
workflow approval. While no exceptions were noted in approval of employee reimbursements,
leveraging the automated controls in the current system reduces the inherent risk of control failure due
to human error.

Recommendation
Enhance expense review processes by including Grants Accounting in the Concur automated approval
workflow routing.

Management response

Grants Accounting understands the desire to automate workflow approvals in Concur rather than relying
on manual routing. We are exploring the use of automated workflows for travel reimbursements in
Concur. If it is determined that these workflows to Grants Accounting are possible, the target
implementation is January 1, 2020.
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11. Electronic Research Administration System (low)

Observation

Electronic Research administration systems (ERAs) are best practice at research universities. While the
general Iedger‘is the system of record on the post-award side, ERAs support and assist in proposal
development, tracking, and non-financial award management. As the number and complexity of
proposals, awards, principal investigators and funding agencies increases, unintegrated, largely manual
processes cannot adequately ensure adherence to policies and procedures. ERA’s automate tasks in
manual administration processes, increasing standardization and consistency. Reducing the variability
enabling more efficient and reliable tracking and monitoring to ensure compliance with policies and
procedures. Increased efficiencies allow staff to focus on matters requiring their skills and judgment.

Prior to the audit, the Office of Research had evaluated and decided to implement an ERA system.
However, the software was not implemented; a formal implementation plan was not developed to
ensure timely and effective implementation of the software. Although the need to mature manual
processes was identified and an ERA systems was determined, it was not followed through and
implemented.

Recommendation

Develop a formal implementation plan for the ERA system software to enable appropriate oversight and
management of the project. Ensure objectives are defined, roles and responsibilities are clear, adequate
time and resources are allocated and completion milestones are established.

Mature and automate controls that currently rely on manual processes, including integrated technology-
enforced controls that are less apt to fail due to human error.
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11. Electronic Research Administration System - continued

Management response

A viable eRA system was identified and purchased. However, the vendor went out of business,
rendering the selected platform impractical. The Office of Research has already begun the process of
evaluating alternative systems. Associated options range from highly developed somewhat ‘canned’
solutions to engagement with companies focused on custom program development. Management
agrees that procurement of a dedicated eRA platform is central to the development of efficiencies
needed to advance the research enterprise to competitiveness with peer institutions. The solution will
require the following steps.

1. Develop a formal requirements document that records, the necessary features of a YSU
appropriate platform.

2. On the basis of the above develop a formal acceptance document that clearly enumerates and
characterizes the required functionalities of the implemented system.

3. Form an evaluation task force that will assess the identified options and provide a
recommendation based on input form stakeholders.

4. Coordinate with the required cognizants and functionalities across the University to ensure
streamlined implementation that does meshes with existing Information Technology
infrastructure.

5. Roll out features and functionalities in a conscientious manner that facilitates transition with
minimal disruption.

Management believes that implementation of an eRA platform is a complex endeavor and therefore
anticipates a likely implementation date of on or about July 31*, 2020.

22 | Page
Research Compliance Audit FY2018-02



Youngstown State University
Office. of Internal Audit
Audit opinions

|

Effective, no improvements — risk management processes are operating effectively with no control
deficiencies or suggestions for improvement noted; no opportunities to strengthen processes to
increase likelihood of achievement of objectives

Effective, Opportunities for improvement - risk management processes overall are operating effectively
but specific control deficiencies and/or suggestions for improvement were noted; there are
opportunities to strengthen processes to increase likelihood of achievement of objectives

Ineffective — multiple, significant control deficiencies noted indicating systematic weakness in the
control framework; risk management processes are not operating effectively and are unlikely to ensure
achievement of objectives



YOUNGSTOWN STATE UNIVERSITY

SINGLE AUDIT REPORT
June 30, 2018 and 2017



YOUNGSTOWN STATE UNIVERSITY

CONTENTS
Page
Message from President Tressel......................cc.cocooviiiiiiiiiiiiinieiii s 1
Financial Report
Tndependent AUAHOE S ROPOTY ..ol ikt s s 555 a5 55550555 A A 2
Monagement’s Diseussion and ANGIYEIS . commsmmsmsssmconsvsdromivorvsvivprssrs s iy ebssssis 4
Basic Financial Statements
Youngstown State University Statements of Net POSIlION ..............ccccoevevveierennnnns 24
The Youngstown State University Foundation
Stcdenents Of Fiancial BoSilOTE s i oiiogseniaas s i wessessrn s i 25
Youngstown State University Statements of
Revenues, Expenses and Changes in Net POSTHION...............ccccovvveeueeiinuennennn. 26
The Youngstown State University Foundation
Statements of Activities and Change in Net ASSELS .............o.ovvvivsviivvuiriessinains 27
Youngstown State University Statements of Cash FIOWS ..............ccceveevcvivneiinnnns 28
Notes 1o FIoneial STOICIIRTIS oo misvsismrion s s e 45 5 455 5 454508 5508 535545 B9 30
Required Supplementary Information
Schedules of the University’s Proportionate Share of the Net Pension Liability ......... 70
Schedules of the University’s Pension CORFIDULIONS ............c.ccoovevvvvvviniiiiniininennes 71
Schedules of the University’s Proportionate Share of the Net OPEB Liability............ 72
Schedules of the University’s OPEB CORFIDULIONS..............c.cccoveecuivivciniiciinieniennnn. 73
Other Information
DA 0f ITUSIEES . scovirion rveressss sttt ot smemr s rssirai i 74
Bvetative OffiCBFS wusnosusinatniussmasmm il ieisamsssRasisssssssmssussssssssomsass 75
Schedule of Expenditures of Federal AWards .....................ooovveeenveeeneenernsenienssnnnns 76
Notes to Schedule of Expenditures of Federal Awards .......................cccouveuevuveuvcucnnnnn. 78
Independent Auditor’s Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards .................................. 80
Independent Auditor’s Report on Compliance For Each Major Program;
Report on Internal Control Over Complianee .......................ccoeeveevevencuesiriniieeeeeniaeniaenns 82

Schedule of Findings and Questioned COSIS .................cccooueceeieeceeneecreseeieneereeeenenns 84



YOUNGSTOWN STATE UNIVERSITY
MESSAGE FROM PRESIDENT TRESSEL

October 12,2018

Youngstown State University’s efforts in enrollment, fundraising, research funding, campus development and
student success continued on upward trends during fiscal year 2018, highlighted by a stellar national re-
accreditation report.

Highlights of the past fiscal year:

e The Higher Learning Commission affirmed our accreditation through the year 2017, noting that the

University is well-managed, extensively engaged and clearly focused on student success.

Full-time equivalent enrollment increased for the third consecutive year.

The freshman class high school grade point average was the highest in YSU history.

The historic $100 million “We See Tomorrow” fundraising campaign surpassed the $75 million mark.

Our faculty and staff earned $8.9 million in research and service grants, the highest amount in nine years.

The new Wick Avenue, complete with block “Y” crosswalks, red brick sidewalks and new lighting,

opened.

e The new 194-bed Enclave student apartment complex opened on Wick Avenue. The apartments, as well
as all other campus resident halls and apartments, reached capacity.

o  The state approved a special $4 million capital allocation to help fund YSU’s Mahoning Valley Innovation
and Commercialization Center in downtown Youngstown.

e  Our Steel Bridge and Concrete Canoe teams placed first in the state, a first for YSU; our Intercollegiate
Moot Court team remained nationally ranked; and students in University Theater’s Fall production of
“Dead Man’s Cell Phone” were selected to perform the show at the Kennedy Center American College
Theater Festival.

e YSU placed first in the state in the national RecycleMania competition, was again named a Tree Campus
USA by the Arbor Foundation, was again designated a Military Friendly University and again received
the Gold Level Award from the Healthy Business Council of Ohio for our employee wellness program,
the only university in the state to receive the gold honor.

e More than 10,000 visitors attended public shows at YSU’s Ward Beecher Planetarium, the most in more
than a decade.

e We implemented the Penguin Tuition Promise, under which tuition is frozen over the four years of a
student’s enrollment.

In addition, a new economic impact study showed that YSU students, alumni and visitors, along with research,
construction and entrepreneurial activities, pump nearly $1 billion into the five-county regional economy every
year, supporting close to 16,000 jobs. The report said YSU generates nearly six times more in tax dollars than
it spends, and the University’s return on investment for students outperforms the U.S. stock market.

And finally, the University launched a new strategic planning process this past fiscal year, led by a group of
faculty, staff, students and administrators. We look forward to developing a strategic vision that facilitates
positive change, builds on our current strengths, improves the culture of the campus community, and positions
YSU to be even more successful in the years ahead.

Sincerely yours,

@i

James P. Tressel
President
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INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees
Youngstown State University
Youngstown, Ohio

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and discretely presented component
unit of Youngstown State University (the “University”), a component unit of the State of Ohio, as of and for the years ended
June 30, 2018 and 2017, and the related notes to the financial statements, which collectively comprise the University’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audits. We did not audit the financial
statements of the Youngstown State University Foundation, which represents the entire discretely presented component unit
of the University. Those financial statements were audited by other auditors whose report thereon has been furnished to us,
and our opinion, insofar as it relates to the amounts included for the Youngstown State University Foundation, is based
solely on the report of the other auditors. We conducted our audits in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement. The financial statements
of Youngstown State University Foundation were not audited in accordance with Government Auditing Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.
Opinions

In our opinion, based on our audits and the report of other auditors, the financial statements referred to above present fairly,
in all material respects, the respective financial position of the business-type activities of the University and its discretely
presented component unit, as of June 30, 2018 and 2017, and the respective changes in financial position and, where
applicable, cash flows thereof for the years then ended in accordance with accounting principles generally accepted in the
United States of America.



Emphasis of Matters

As discussed in Note 1 to the financial statements, Government Accounting Standards Board (GASB) Statement No. 75,
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions was effective for the University’s
fiscal year ending June 30, 2018. This Statement established standards for measuring and recognizing liabilities, deferred
outflows of resources, deferred inflows of resources, and expenses related to other post-employment benefits other than
pensions. As a result, net position was restated by $43,507,638 as of July 1, 2017 for the cumulative effect of the application
of this pronouncement. Qur opinions are not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s Discussion and
Analysis (MD&A) on pages 4 to 23, the Schedules of the University’s Proportionate Share of the Net Pension Liability and
the Net OPEB liability on page 70 and 72, and the Schedules of the University’s Contributions on page 71 and 73, be
presented to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
University’s basic financial statements. The accompanying schedule of expenditures of federal awards as required by Title
2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, the Message from President Tressel, Board of Trustees listing and Executive Officers
listing are presented for purposes of additional analysis and are not a required part of the basic financial statements.

The schedule of expenditures of federal awards is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the schedule of
expenditures of federal awards is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The Message from President Tressel on page 1, Board of Trustees listing on page 74, and Executive Officers listing on page
75 are presented for purposes of additional analysis and are not a required part of the basic financial statements. The
information has not been subjected to the auditing procedures applied in the audit of the basic financial statements and
accordingly, we do not express an opinion or provide any assurance on them.

Report on Other Legal and Regulatory Requirements

In accordance with Government Auditing Standards, we have also issued our report dated October 12, 2018 on our
consideration of the University’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the University’s internal control over financial

reporting and compliance.

Crowe LLP
Columbus, Ohio
October 12, 2018



YOUNGSTOWN STATE UNIVERSITY

MANAGEMENT’S DISCUSSION AND ANALYSIS

The Management’s Discussion and Analysis section of Youngstown State University’s (the
University or YSU) Financial Report presents a discussion and analysis of the financial
performance of the University during the fiscal year ended June 30, 2018 with comparative
information for the fiscal years ended June 30, 2017 and June 30, 2016. This discussion has been
prepared by management and should be read in conjunction with the financial statements and the
accompanying notes that follow.

Introduction

Youngstown State University, an urban research university, emphasizes a creative, integrated
approach to education, scholarship, and service. The University places students at its center; leads
in the discovery, dissemination, and application of knowledge; advances civic, scientific, and
technological development; and fosters collaboration to enrich the region and the world.

The faculty, staff, administrators, and students of Youngstown State University hold the following
values essential to achieving the University’s mission:

e Centrality of Students — The University is a student-centered institution committed to the
education, development, well-being, and success of students of all ages and from all walks
of life. In concert with its mission to help students grow intellectually, the University
strives to foster students’ personal, social, emotional, and career growth, as well as their
capacities for lifelong learning, civic responsibility, and leadership.

e Excellence and Innovation — The University values excellence and innovation inside the
classroom and out. Thus, the University strives to integrate curricular and cocurricular
activities; to offer outstanding academic programs; to foster intellectual inquiry,
exploration, and discovery; to transcend traditional boundaries; to apply and perfect
knowledge; to encourage creativity; to provide effective tools, technologies, and facilities
for learning; and to excel in research and scholarly activity, including the “scholarship of
teaching and learning”, an area of research that explores how individuals teach and learn.

e Integrity and Human Dignity — As a campus community, the University expects all conduct
to be rooted in integrity, mutual respect, and civility. The University ethical behavior in
scholarly and other endeavors; believe in the dignity and worth of all people; strive to foster
an appreciation of, and respect for, differences among the human race; and celebrate the
diversity that enriches the University and the world.

e Collegiality and Public Engagement — As scholar-citizens of many extended and
interconnected communities, the University pledges to work collegially and cooperatively
to enrich the cultural environment; establish productive partnerships; provide responsible
leadership; address community and workforce needs; foster sustainability; and bring about
the greater good of the collective whole; be it the University, the city of Youngstown, the
state of Ohio, the region, or beyond.

The University started out as a single commercial law course offered by the local YMCA. Over a
century later, it serves the Youngstown area with the same passion, and consists of the College of
Graduate Studies and six undergraduate colleges: the Beeghly College of Education; the Bitonte
College of Health and Human Services; the Cliffe College of Creative Arts & Communication; the
College of Liberal Arts and Social Sciences; the College of Science, Technology, Engineering,
and Mathematics; and the Williamson College of Business Administration. Degrees offered
include associate, bachelor’s, master’s, and doctorate.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONT.)

The University is located on a 145-acre campus near downtown Youngstown, Ohio and is
equidistant (approximately 60 miles) from both Pittsburgh and Cleveland. Fall 2018 enrollment
was 12,696.

Using the Financial Statements

The University’s financial report includes three basic financial statements: the Statement of Net
Position, the Statement of Revenues, Expenses, and Changes in Net Position, and the Statement
of Cash Flows. These financial statements are prepared in accordance with the financial reporting
format required by the Governmental Accounting Standards Board’s (GASB) Statements No. 34,
Basic Financial Statements and Management’s Discussion and Analysis for State and Local
Governments, as amended by GASB Statement No. 61, The Financial Reporting Entity: Omnibus;
and No. 35, Basic Financial Statements and Management’s Discussion and Analysis for Public
Colleges and Universities, as amended by GASB Statements No. 37, Basic Financial Statements
— and Management’s Discussion and Analysis — for State and Local Governments: Omnibus and
No. 38, Certain Financial Statement Note Disclosures. These statements establish standards for
external financial reporting for public colleges and universities and require that financial
statements be presented on a basis to focus on the financial condition of the University, the results
of operations, and cash flows of the University as a whole.

During fiscal year 2018, the University adopted GASB Statement No. 75, Accounting and
Financial Reporting for Postemployment Benefits Other than Pensions (OPEB) and during fiscal
year 2015, the University adopted GASB Statement No. 68, Accounting and Financial Reporting
for Pensions - an amendment of GASB Statement No. 27 and GASB Statement No. 71, Pension
Transition of Contributions Made Subsequent to the Measurement Date - an amendment of GASB
Statement No. 68. These statements significantly revised accounting for pension/OPEB costs and
liabilities.

Prior to GASBs 68, 71 and 75, the accounting for pension/OPEB costs, was focused on a funding
approach, which limited pension/OPEB costs to contributions annually required by law, which
may or may not be sufficient to fully fund each pension plan’s net pension/OPEB liability.

Under the standards required by these statements, the net pension/OPEB liability equals the
University’s proportionate share of each pension/OPEB plan’s collective present value of
estimated future pension/OPEB benefits attributable to employees’ past service minus plan assets
available to pay these benefits. Pension/OPEB obligations, whether funded or unfunded, are part
of the “employment exchange” — that is, the employee is trading his or her labor in exchange for
wages, benefits and the promise of a future pension and OPEB. The unfunded portions of these
pension/OPEB promises are a present obligation, part of a bargained-for benefit to the employee,
and are reported by the University as liabilities since the benefit of the exchange was received.
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The nature of Ohio’s statewide pension systems and state law governing those systems requires
additional explanation in order to properly understand the information presented in these
statements. The University is not responsible for certain key factors affecting the balance of these
liabilities. In Ohio, the employee shares the obligation of funding pension benefits with the
employer. Both employer and employee contribution rates are capped by the State statute. A
change in these caps requires action by both Houses of the General Assembly, and approval of the
Governor. Benefit provisions are also determined by State statute. The employee enters the
employment exchange with the knowledge that the employer’s promise is limited not by contract
but by law. The employer enters the exchange also knowing that there is a specific, legal limit to
its contribution to the pension system. In Ohio, there is no legal means to enforce the unfunded
liability of the pension system against the public employer. State law operates to mitigate/lessen
the obligation of the public employer to the employee, because all parties enter the employment
exchange with notice as to the law. The pension system is responsible for the administration of
the plan.

Most long-term liabilities have set repayment schedules or, in the case of compensated absences
(i.e. sick and vacation leave), are satisfied through paid time-off or termination payments. There
is no repayment schedule for the net pension/OPEB liabilities. Changes in pension/OPEB benefits,
contribution rates, and return on investments affect the balances of the net pension/OPEB
liabilities, but are outside the control of the public employer. In the event that contributions,
investment returns and other changes are insufficient to keep up with required payments, state
statute does not assign/identify the responsible party for the unfunded portion. Due to the unique
nature of how the net pension/OPEB liabilities are satisfied, these liabilities are separately
identified within the long-term liability section of the Statement of Net Position.

In accordance with GASBs 68, 71 and 75, the University’s statements, prepared on an accrual
basis of accounting, include an annual pension/OPEB expense for the proportionate share of each
pension plan’s change in net pension/OPEB liability.

Overall key presentation elements of the financial statements include:

e Assets and liabilities are categorized as either current or noncurrent. Current assets and
liabilities will be consumed or fulfilled within one year.

e Revenues and expenses are categorized as either operating or non-operating. Significant
recurring sources of the University’s revenues, including State of Ohio (State)
appropriations, certain grants, gifts and investment income are considered non-operating, as
defined by GASB Statement No. 35.

e University scholarships that represent reduced tuition (i.e. are applied to student accounts
rather than refunded to students) are shown as a reduction of tuition, fees and other student
charges, while payments made directly to students are presented as scholarship expense.
Third party scholarships are treated as though the students made the payments themselves.

e (Capital assets are reported net of accumulated depreciation.
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In accordance with GASB Statement No. 14, The Financial Reporting Entity, as amended by
GASB Statement No. 39, Determining Whether Certain Organizations Are Component Units, and
GASB Statement No. 61, The Financial Reporting Entity: Omnibus, The Youngstown State
University Foundation (YSUF or Foundation) is treated as a component unit of the University.
The Foundation is discretely presented in this report by presentation of the individual financial
statements immediately following the University’s respective GASB financial statements.
Additional information on this component unit is contained in Note 16. Management’s Discussion
and Analysis focuses on the University and does not include the component unit.

The Statements of Net Position

The Statement of Net Position presents the financial position of the University at the end of the
fiscal year and includes all assets (current and noncurrent), deferred outflows of resources,
liabilities (current and noncurrent), deferred inflows of resources, and net position of the
University. Current assets are classified as such if they are available to satisfy current liabilities,
which are generally defined as being due within one year of the date of the Statement of Net
Position. Net position is one indicator of the financial condition of the University, while the change
in net position is an indicator of whether the overall financial condition has improved or worsened
during the year.

A summarized comparison of the University’s assets, deferred outflows of resources, liabilities,
deferred inflows of resources, and net position at June 30, 2018, 2017, and 2016 follows:

June 30,2018 June 30, 2017 June 30, 2016
Assets
Current assets $ 78,278,611 $ 77,364,228 $ 69,021,130
Noncurrent assets '
Capital assets, net 215,994,991 218,861,982 214,466,245
Other assets 24,776,093 26,721,064 28,553,736
Total noncurrent assets 240,771,084 245,583,046 243,019,981
Total Assets 319,049,695 322,947,274 312,041,111
Deferred Outflows of Resources 38,025,661 42,454,242 26,126,689
Liabilities
Current liabilities 25,854,525 26,543,505 24,043,294
Noncurrent liabilities 246,716,632 267,534,628 235,587,218
Total Liabilities 272,571,157 294,078,133 259,630,512
Deferred Inflows of Resources 26,870,366 9,366,129 15,366,387
Total Net Position $ 57,633,833 $ 61,957,254 $ 63,170,901

Net Position
Net investment in capital assets
Restricted
Unrestricted
Total Net Position

$ 136,184,268

$ 135,402,713

$ 134,289,273

31,793,379 31,380,692 29,783,434
(110,343,814) (104,826,151) (100,901,806)
$ 57,633,833 $ 61,957,254 $ 63,170,901
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Current assets include unrestricted and restricted cash and cash equivalents, investments that
mature within one year, receivables, inventories and other short-term assets. Noncurrent assets
include unrestricted investments that mature in more than one year and investments that are
restricted by donors or external parties as to their use. Also included are receivables deemed to be
collectible in more than one year and capital assets. Current assets increased $0.9 million from
fiscal year 2017 to fiscal year 2018 and increased $8.3 million from fiscal year 2016 to fiscal year
2017. Noncurrent assets decreased $4.8 million from fiscal year 2017 to fiscal year 2018 and
increased $2.6 million from fiscal year 2016 to fiscal year 2017.

Deferred outflows of resources include resources where the consumption is applicable to a future
reporting period, but does not require further exchange of service. Deferred outflows which
include items relating to pensions/OPEB decreased $4.4 million from fiscal year 2017 to fiscal
year 2018 and increased $16.3 million from fiscal year 2016 to fiscal year 2017.

Current liabilities include all liabilities that are payable within the next fiscal year. Unearned
revenues, principally from summer programs, are also presented as current liabilities. Liabilities
that are due to be paid beyond the next fiscal year are reported as noncurrent liabilities and include
debt, compensated absences, and net pension/OPEB liabilities. Current liabilities decreased $0.7
million from fiscal year 2017 to fiscal year 2018 and increased $2.5 million from fiscal year 2016
to fiscal year 2017. Noncurrent liabilities decreased $20.8 million from fiscal year 2017 to fiscal
year 2018 and increased $31.9 million from fiscal year 2016 to fiscal year 2017.

Deferred inflows of resources represent the acquisition of resources that are applicable to a future
reporting period. Deferred inflows of resources which include unamortized concession
arrangements and items relating to pensions/OPEB increased $17.5 million from fiscal year 2017
to fiscal year 2018 and decreased $6 million from fiscal year 2016 to fiscal year 2017.

Assets

Assets primarily consist of cash and cash equivalents, investments, receivables and capital assets.
The following table summarizes balances at:

June 30, 2018 June 30, 2017 June 30, 2016

Cash and cash equivalents $ 24,301,741 $ 20,347,943 $ 15,893,972
Investments : 63,866,375 68,312,361 63,322,045
Accounts, loans and pledges receivable, net 13,200,765 13,766,885 16,632,850
Capital assets, net 215,994,991 218,861,982 214,466,245
Other 1,685,823 1,658,103 1,725,999

Total Assets $ 319,049,695 $ 322,947,274 $312,041,111

Cash and cash equivalents increased $4 million or 19% from fiscal year 2017 to fiscal year 2018.
The increase was primarily due to the sale of $8 million in non-endowed investments to fund future
capital projects. Deposits held by Trustees decreased from $2.4 million at June 30, 2017 to
$24,870 at June 30, 2018. This decrease was primarily due to spend down of the remaining $1.3
million of bond proceeds for the new Barnes & Noble bookstore and the transfer of $0.7 million
residual note payable project funds to prepay debt service in accordance with the escrow
agreement.
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Investments decreased $4.4 million or 6.5% from fiscal year 2017 to fiscal year 2018. This was
primarily due to the combination of increases due to reinvested investment income and realized
gains and decreases due to the sale of investments and a lower market to cost ratio at June 30, 2018
compared to June 30, 2017.

Overall, net accounts, loans and pledges receivable decreased $0.5 million from $13.7 million at
June 30, 2017 to $13.2 million at June 30, 2018. Net accounts receivable decreased slightly at
$11.3 million at June 30, 2018 compared to $11.4 million at June 30, 2017. This resulted from a
combination of a slight decrease in year end activity on grants and capital projects, decreases in
student receivables due to enrollment of more academically prepared students and an upward trend
in retention rates, combined with an increase in gifts raised by YSUF on behalf of YSU in the
month of June over the prior year.

Cash and cash equivalents increased $4.5 million or 28% from fiscal year 2016 to fiscal year 2017.
The increase was primarily due to an overall net decrease in cash used in operating activities
combined with the expectation of future cash needs for operations. Deposits held by Trustee
totaled $2.4 million at June 30, 2017 compared to $3.7 million at June 30, 2016.

Investments increased $5 million or 8% from fiscal year 2016 to fiscal year 2017. This was
primarily due to net unrealized gains resulting from a favorable market environment. Unrealized
investments from non-endowments are non-spendable in accordance with the University’s non-
endowment investment policy.

Overall, net accounts, loans and pledges receivable decreased $2.9 million from $16.6 million at
June 30, 2016 to $13.7 million at June 30, 2017. Net accounts receivable decreased $1.6 million
or 12% from $13 million to $11.4 million. The decrease was due to increases in year end activity
on grant subawards, new grants and several capital projects, combined with decreases in student
receivables due to more emphasis on student financial awareness, bookstore receivables due to
outsourcing the operations of the bookstore and gifts raised by YSUF on behalf of YSU in the
month of June over the prior year. Net loans decreased $0.4 million due to an increase in Perkins
loans collected in fiscal year 2017 compared to fiscal year 2016. Net pledges decreased $0.2
million or 30% due to collection of pledged gifts.

Refer to Note 3 for additional information on cash and cash equivalents, Note 4 for details on
investments, Note 5 for information on accounts and loans receivable, and Note 6 for information
on pledges receivable. '
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At June 30, 2018, the University had $216 million in capital assets, net of accumulated
depreciation. Depreciation totaled $12.7 million, $12 million, and $11 million in fiscal years 2018,
2017, and 2016 respectively. Details of net capital assets are shown below.

June 30, 2018 June 30, 2017 June 30, 2016

Land $ 16,358,867 $ 16,274,150 $ 16,149,400
Buildings, net 107,252,793 106,222,258 111,129,063
Improvements to buildings, net 59,966,356 58,334,707 44,170,107
Improvements other than buildings, net 19,500,754 20,597,910 18,430,219
Construction in progress 4,115,034 7,626,467 18,623,424
Moveable equipment and furniture, net 7,427,750 8,533,399 4,833,535
Vehicles, net 358,645 374,963 295,031
Historical treasures 890,503 835,466 835,466
Capital lease asset 124,289 62,662 -

Total Capital Assets, net $ 215,994,991 $218,861,982 $ 214,466,245

Major capital activity during fiscal year 2018 included completion of the Barnes & Noble
bookstore, the Cushwa Respiratory Care Lab, and improvements and development of the Campus
Core and area’s designated as gateways to YSU’s campus. In addition, renovations took place in
Meshel Hall’s first and third floors, Ward Beecher Hall, and Bliss Hall Graduate offices. Repairs
to the Fifth Avenue parking deck, replacement of the Jones Hall roof and upgrades to the
underground steam and condensate lines originating at the Central Utility Plant were also
completed.  Construction in progress includes the Mahoning Valley Innovation &
Commercialization Center, the Don Constantini Multimedia Center in Stambaugh Stadium,
academic area renovations, and upgrades including renovations to the Natatorium and Ward
Beecher Hall and Jones Hall Facility Upgrades.

Major capital activity during fiscal year 2017 included completion of a steam plant, that enabled
YSU to produce its own steam heat, exterior repairs to Stambaugh Stadium and Moser Hall, and
safety updates to the Wick Parking deck. In addition, instructional space upgrades were made to
Cushwa, DeBartolo, and Ward Beecher Halls and five buildings received system upgrades.
Construction in progress includes the construction of a new Barnes & Noble bookstore,
renovations to Meshel Hall, and the replacement of the Jones Hall roof.

Major capital activity during fiscal year 2016 included completion of the Melnick Hall renovation,
electrical substation refurbishment and expansion, stadium lighting upgrade, and Stambaugh
Stadium scoreboard system. In addition, three campus buildings received new roofs, restroom
renovations were completed in three buildings, and elevator repairs were completed in two
buildings. Construction in progress includes construction of a steam plant as well as building
exterior repairs and updates to the Wick Parking Deck.

See Note 7 for additional information on capital assets.

Other assets remained flat from fiscal year 2017 to fiscal year 2018, and from fiscal year 2016 to
fiscal year 2017.
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Deferred Outflows/Inflows of Resources

Deferred outflows of resources represent the consumption of resources that are applicable to a
future reporting period, but do not require further exchange of goods or services; whereas deferred
inflows of resources represent the acquisition of resources that are applicable to a future reporting

period. The following table summarizes balances at:

Deferred Outflows of Resources June 30, 2018 June 30,2017 June 30, 2016
Related to pension $ 33,308,150 $ 40,400,833 $ 26,126,689
Related to OPEB 2,788,887 - -
Bond refunding 1,928,624 2,053,409 -

Total Deferred Outflows of Resources $ 38,025,661 $ 42,454,242 $ 26,126,689
Deferred Inflows of Resources June 30, 2018 June 30, 2017 June 30, 2016
Service concession agreements $ 482,500 $ 570,000 $ 657,500
Related to pension 22,729,229 8,796,129 14,708,887
Related to OPEB 3,658,637 - -
Total Deferred Inflows of Resources $ 26,870,366 $ 9,366,129 $ 15,366,387

Included in deferred outflows of resources and deferred inflows of resources are items relating to
pensions, OPEB, bond refunding, and service concession agreements. Certain elements impacting
the changes in the net pension/OPEB liabilities have a longer term perspective than the current
year, therefore to reduce volatility these elements are amortized over a closed period of specified
duration. These include differences between expected and actual experience, changes of
assumptions, net differences between projected and actual earnings of investments, and changes
in the proportionate share of contributions. These elements can be reflected as either a deferred
outflow of resources or a deferred inflow of resources.

Deferred outflows of resources decreased $4.4 million or 10.4% from fiscal year 2017 to fiscal
year 2018. Deferred outflows related to pension decreased $7.1 million primarily due to a
combination of a $18.5 million decrease in the net difference between projected and actual
earnings on pension plan investments, including $8.8 million related to the OPERS plan and $9.7
million related to the STRS Ohio plan and a $12.7 million increase attributed to changes in
assumptions, including a $4.5 million decrease related to the OPERS plan and a $17.2 million
increase related to the STRS Ohio plan. Deferred outflows related to OPEB increased $2.8 million
due to the implementation of GASB 75 in fiscal year 2018. Of this amount, $2 million was
attributed to changes in assumptions related to the OPERS OPEB plan.

Deferred inflows of resources increased $17.5 million or 187% from fiscal year 2017 to fiscal year
2018. Deferred inflows of resources related to pension increased $13.9 million primarily due to a
$11.4 million increase in the net difference between projected and actual earnings on pension plan
investments, including $8.8 million related to the OPERS plan and $2.6 million related to the
STRS Ohio plan. Deferred inflows related to OPEB increased $3.7 million due to the
implementation of GASB 75 in fiscal year 2018. This amount was primarily due to a $2.6 million
increase in the net difference between projected and actual earnings on OPEB plan investments,
including $2 million related to the OPERS plan and $0.6 million related to the STRS Ohio plan
and a $1 million increase attributed to changes in assumptions relating to the STRS Ohio plan.
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Deferred outflows of resources increased $16.3 million or 62.5% from fiscal year 2016 to fiscal
year 2017. The increase was largely due to a $9.4 million increase in the amount attributed to
changes in assumptions in the OPERS pension plan and a $4.7 million increase in the amount
attributed to the net difference between projected and actual earning on pension plan investments,
including a $9.7 million increase attributed to the STRS Ohio pension plan and a $5 million
decrease attributed to the OPERS pension plan. In addition, $2 million was recorded as a deferred
outflow due to advance refunding a portion of the 2009 bond series in fiscal year 2017.

Deferred inflows of resources decreased $6 million or 39.1% from fiscal year 2016 to fiscal year
2017. The decrease was primarily due to a $7.2 million decrease in the net difference between
projected and actual earnings on STRS Ohio pension plan investments and a $1.6 million increase
due to a change in the STRS Ohio proportionate share of contributions.

See Note 13 and Note 14 for additional information on pension and OPEB plans.

During fiscal year 2015, the University entered into a ten year agreement with Pepsi-Cola for
exclusive pouring rights and sponsorship program. The University received initial support funds
in the amount of $450,000 which are contingent upon the University utilizing the services of the
beverage company over a ten year period. The unamortized amounts are reflected as Deferred
Inflows of Resources in the Statement of Net Position.

Liabilities

Liabilities largely consist of accrued payroll and payroll withholdings, debt, unearned revenue,
compensated absences, and net pension liability. The following table summarizes balances at:

June 30, 2018 June 30, 2017 June 30, 2016

Accounts and construction payable $ 5,440,209 $ 6,445,554 $ 6,695,529
Payroll liabilites 8,943,359 7,761,247 7,041,919
Notes payable 15,017,057 16,000,000 16,000,000
Bonds payable, net 66,590,907 69,451,237 64,756,416
Unearned revenue 6,066,548 6,590,316 5,824,756
Compensated absences 8,295,752 8,798,062 9,016,430
Refundable advance 1,384,407 2,089,646 2,527,796
Other 1,382,030 1,587,617 1,421,973
Net pension liability 118,776,220 175,354,454 146,345,693
Net OPEB liability 40,674,668 - -

Total Liabilities $272,571,157 $294,078,133 $ 259,630,512

Total liabilities decreased $21.5 million or 7.3% from fiscal year 2017 to fiscal year 2018.
Accounts and construction payable decreased $1 million largely due to decreased year end activity
on construction projects. Payroll liabilities increased $1.2 million primarily due to the timing of
the monthly pension contributions. Bonds payable decreased $2.9 million and notes payable
decreased $1 million due to scheduled debt service payments. The $0.7 million decrease in the
refundable advance resulted from the return to the Department of Education, the federal share of
the Federal Perkins Loan Revolving Fund excess liquid capital. This excess was due to collections
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on loans exceeding the amount of new loans advanced. The net pension liability decreased $56.6
million or 42.3%. The OPERS pension liability decreased $18.4 million; whereas the STRS Ohio
pension liability decreased $38.2 million. The OPERS and STRS Ohio net pension liability
balances were $40.3 million and $78.4 million at June 30, 2018 compared to $58.7 million and
$116.6 million at June 30, 2017, respectively. The net OPEB liability increased $40.7 million due
to the implementation of GASB 75. The OPERS and STRS Ohio net OPEB liability balances
were $27.8 million and $12.9 million at June 30, 2018, respectively.

Total liabilities increased $34.4 million or 13.3% from fiscal year 2016 to fiscal year 2017. Bonds
payable increased $4.7 million largely due to a combination of the issuance of the 2016 bond series
which included the advance refunding of a portion of the 2009 bond series with additional funds
to construct a new bookstore and scheduled debt service payments. The net pension liability
increased $29 million or 19.8% from fiscal year 2016 to fiscal year 2017. The OPERS pension
liability increased $12.2 million or 26%; whereas the STRS Ohio liability increased $16.8 million
or 17%. The OPERS and STRS Ohio net pension liability balances were $58.7 million and $116.6
million at June 30, 2017 compared to $46.5 million and $99.8 million at June 30, 2016,
respectively.

See Note 8 for a further breakout of payroll and other liabilities, Notes 9 and 10 for detailed
information about the University’s debt, Note 12 for information on long-term liabilities, Note 13
for information on retirement plans, and Note 14 for information on OPEB.

Net Position

Net position represents the residual interest in the University’s assets after deferred outflows of
resources are added, and liabilities and deferred inflows of resources are deducted. The
reconciliation below presents the University’s total net position removing the impact of the
deferred inflows and outflows relating to pensions/OPEB as presented in the Statement of Net
Position.

June 30,2018 June 30, 2017 June 30, 2016

Total Net Position $ 57,633,833 $ 61,957,254 $ 63,170,901
Add
Deferred inflows ofresources related to pension/OPEB 26,387,866 8,796,129 14,708,887
Net pension/OPEB liability 159,450,888 175,354,454 146,345,693
Subtract
Deferred outflows of resources related to pension/OPEB (36,097,037) (40,400,833) (26,126,689)
Total Net Position without GASBs 68, 71 and 75 $ 207,375,550 $ 205,707,004 $ 198,098,792
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The following tables summarize the categories of net position including segregation of the
unrestricted net position relating to the impact of GASBs 68, 71 and 75.

June 30,2018 June 30, 2017 June 30, 2016
Net investment in capital assets, net of related debt $ 136,184,268 $ 135,402,713 $ 134,289,273

Restricted, nonexpendable 5,435,363 5,202,624 5,178,994
Restricted, expendable 26,358,016 26,178,068 24,604,440
Unrestricted (without GASBs 68, 71 and 75) 39,397,903 38,923,599 34,026,085
GASBs 68, 71 and 75 (149,741,717) (143,749,750) (134,927,891)
Total Net Position $ " 57.633.833 $ 61,957,254 $ 63,170,901

Overall, the University’s total net position decreased $4.3 million or 7.0% from $62 million at
June 30, 2017 to $57.6 million at June 30, 2018. This resulted from excess expenses over revenue
and included a $6 million decrease attributed to GASBs 68, 71 and 75. Excluding the $6 million
decrease attributed to the impact of GASBs 68, 71 and 75, total net position increased $1.7 million.

Overall, the University’s total net position decreased $1.2 million or 1.9% from $63.2 million at
June 30, 2016 to $62 million at June 30, 2017. This resulted from excess expenses over revenue
and includes a $1.1 million increase in the net amount invested in capital assets, a $1.6 million
increase in restricted net position, and a $3.9 million decrease in unrestricted net position.
Excluding the impact of GASBs 68 and 71 which is included in unrestricted net position, total net
position increased $7.6 million and unrestricted net position increased $4.9 million.

The net investment in capital assets consists of capital assets net of accumulated depreciation and
deferred outflows relating to bond refunding reduced by outstanding balance of bonds, notes or
other borrowings that are attributable to the acquisition, construction, or improvement of those
assets. The increase of $0.8 million from fiscal year 2017 to fiscal year 2018 was due to net capital
additions of $9.8 million, $3.7 million decrease in outstanding debt, and current year depreciation
of $12.7 million. Outstanding debt was $81,607,964 at June 30, 2018 compared to $85,451,237
at June 30, 2017.

The overall $1.1 million increase in the net investment in capital assets from fiscal year 2016 to
fiscal year 2017 was due to net capital additions of $16.4 million, current year depreciation of $12
million, $2.1 million in deferred outflows relating to bond refunding and $4.8 million addition in
outstanding debt. Outstanding debt was $85,451,237 at June 30, 2017 compared to $80,756,416
at June 30, 2017. .

Restricted, non-expendable net position consists primarily of endowment funds held by the
University. Changes in this category are driven primarily by investment performance, which was
positive in both fiscal years 2017 and 2016.
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Restricted, expendable net position is subject to externally imposed restrictions governing their
use. Changes in this category are due to the timing of revenues and expenses in funds provided
by donors and grantors. The following table summarizes restricted, expendable net position at:

June 30, 2018 June 30, 2017 June 30, 2016

Current funds $ 16,820,639 $ 15,451,718 $ 13,942,390
Plant funds 9,306,452 10,500,894 10,442,672
Quasi-Endowments 171,537 166,066 159,886
Loan funds 59,388 59,390 59,492

Total Restricted Expendable Net Position $ 26,358,016 $ 26,178,068 $ 24,604,440

Current restricted funds include grants and sponsored programs, gifts which include scholarship
donations and program support, and undistributed and distributed but unspent investment earnings
on University endowment funds. Plant funds primarily include donations for construction or
renovation projects. Quasi endowments consist of non-endowed restricted gifts designated by
management to function similar to an endowment fund. Loan funds consist of gifts established for
loan programs to students.

Total restricted expendable net position was $26.4 million at June 30, 2018 compared to $26.2
million at June 30, 2017, an increase of $0.2 million. Current restricted funds increased $1.4
million from $15.4 million at June 30, 2017 to $16.8 million at June 30, 2018; whereas restricted
plant funds decreased $1.2 million from $10.5 million at June 30, 2017 to $9.3 million at June 30,
2018.

The $1.4 million increase in the current funds was primarily due to non-capital gift revenues
exceeding expenses. These balances increased $0.8 million. In addition, approximately $0.3
million of the increase was due to investment income on University endowments exceeding the
actual distributions based on spending policy. Undistributed investment earnings totaled $4.1
million at June 30, 2018 compared to $3.8 million at June 30, 2017.

The $1.2 million decrease in plant funds was primarily due to the $1.2 million spend down of bond
proceeds for the new Barnes & Noble bookstore, and the $1.4 million decrease in capital gift funds
internally designated for debt service attributed to those projects. These capital gifts comprised
approximately $4.9 million of the $9.3 million plant fund balance at June 30, 2018.

Total restricted, expendable net position was $26.2 million at June 30, 2017 compared to $24.6
million at June 30, 2016, an increase on $1.6 million. Current restricted funds increased $1.5
million from $13.9 million at June 30, 2016 to $15.4 million at June 30, 2017. Approximately
$0.4 million of the increase was due to investment income on University endowments exceeding
the actual distributions allowable based on the University’s spending policy. Undistributed
investment earnings totaled $3.8 million at June 30, 2017 compared to $3.4 million at June 30,
2016. Approximately $6.3 million of the $10.5 million plant fund balance at June 30, 2017 related
to gifts, which have been internally designated for future debt service attributed to those projects.
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Unrestricted net position is not subject to externally imposed restrictions and is designated for
future operations, plant construction and maintenance, and debt service. The following table
summarizes unrestricted net position at:

June 30, 2018 June 30, 2017 June 30, 2016

Current funds $ 8,567,394 $ 17,392,283 $ 10,966,922
Operating reserves 7,754,000 7,738,864 7,714,609
Plant funds 23,054,075 13,770,241 15,322,658
Loan funds 22,434 22211 21,896
Total without GASBs 68 and 71 39,397,903 38,923,599 34,026,085
GASBs 68 and 71 (108,197,299) (143,749,750) (134,927,891)
GASB 75 (41,544,418) - -

Total Unrestricted Net Position $ (110,343,814) $ (104,826,151) $§ (100,901,806)

Total unrestricted net position was ($110.3 million) at June 30, 2018 compared to ($104.8 million)
at June 30, 2017. The decrease of $5.5 million from fiscal year 2017 to fiscal year 2018 reflects
an excess of expenses over revenues during fiscal year 2018 from noncapital activity. Funds
relating to pension/OPEB decreased $6 million from ($143.7 million) at June 30, 2017 to ($149.7
million) at June 30, 2018; whereas all other funds increased $0.5 million.

Current funds decreased $8.8 million from $17.4 million at June 30, 2017 to $8.6 million at June
30, 2018; whereas plant funds increased $9.3 million from $13.7 million to $23 million,
respectively. This shift of funds resulted from the sale of investments at a realized gain to fund
future capital project needs.

The GASB 68 (Pension) fund increased $35.5 million from ($143.7 million) at June 30, 2017 to
($108.2 million) at June 30, 2018, whereas the GASB 75 (OPEB) fund decreased $41.5 million,
including a decrease of $43.5 million attributed to the cumulative effect of the GASB 75
implementation and an increase of $2 million attributed to fiscal year 2018 activity.

Total unrestricted net position was ($104.8 million) at June 30, 2017 compared to ($100.9 million)
at June 30, 2016. The decrease of $3.9 million from fiscal year 2016 to fiscal year 2017 reflects
an excess of expenses over revenues during fiscal year 2017 from noncapital activity. Excluding
the impact of GASBs 68 and 71, total unrestricted net position increased $4.9 million from $34
million at June 30, 2016 to $38.9 million at June 30, 2017. Approximately $2.9 million of the
increase was primarily due to unrealized gains in equity investments in the University’s non-
endowed investments from June 30, 2016 to June 30, 2017. Unrealized gains and losses on
investments from non-endowments are non-spendable in accordance with the University’s non-
endowment investment policy and totaled $7.6 million at June 30, 2017 compared to $4.8 million
at June 30, 2016.
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The Statements of Revenues, Expenses, and Changes in Net Position

These statements present the operating results and the non-operating revenues and expenses of the
University. Annual State appropriations, while budgeted for operations, are considered non-
operating revenues according to generally accepted accounting principles.

A summary of revenues, expenses, and changes in net position follows:

Operating Revenues
Net tuition, fees and other student charges
Auxiliary enterprises
Grants and contracts
Other
Total Operating Revenues

Operating Expenses
Operating Loss

Nonoperating Revenues (Expenses)
State appropriations
Gifts, grants, and contracts
Investment income
Other

Net Nonoperating Revenues

Loss Before Other Revenues, Expenses, and Changes

Other Revenues, Expenses, and Changes
State capital appropriations
Capital grants and gifts
Other
Total Other Revenues, Expenses, and Changes

Change in Net Position

Net Position at Beginning ofthe Year, originally stated
Cumulative effect of GASB 75 implementation
Net Position at End of'the Year
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June 30, 2018 June 30, 2017 June 30, 2016
$ 80,328,208 $ 80,777,230 $ 83,532,926
20,124,228 20,049,797 23,930,810
12,641,642 11,682,160 9,543,964
3,494,128 3,749,859 2,381,917
116,588,206 116,259,046 119,389,617
163,331,494 200,869,989 194,668,690
(46,743,288) (84,610,943) (75,279,073)
43,261,001 42,973,090 41,813,887
31,434,047 30,197,521 30,771,333
4,431,242 5,513,140 793,961
(3,440,990) (3.488,584) (3,142,302)
75,685,300 75,195,167 70,236,879
28,942,012 (9,415,776) (5,042,194)
6,659,994 5,643,430 8,539,064
3,307,888 2,446,917 2,081,270
274,323 111,782 86,080
10,242,205 8,202,129 10,706,414
39,184,217 (1,213,647) 5,664,220
61,957,254 63,170,901 57,506,681
(43,507,638)
$ 57,633,833 $ 61,957,254 $ 63,170,901




YOUNGSTOWN STATE UNIVERSITY

MANAGEMENT’S DISCUSSION AND ANALYSIS (CONT.)

Revenues

Following is a recap of revenues by source (operating, non-operating, and other sources), which
were used to fund the University’s activities for the years ended:

June 30, 2018 June 30, 2017 June 30, 2016
Net tuition, fees, and other student charges $ 80,328,208 $ 80,777,230 $ 83,532,926

Gifts, grants and contracts 47,383,577 44,326,598 42,396,567
State appropriations 43,261,001 42,973,090 41,813,887
Auxiliary enterprises 20,124,228 20,049,797 23,930,810
Investment income 4,431,242 5,513,140 793,961
State capital appropriations 6,659,994 5,643,430 8,539,064
Other revenue 4,176,659 4,223,889 3,265,243

Total Revenues $ 206,364,909 $ 203,507,174 $204,272,458

Overall, the University’s total revenues increased $2.9 million or 1.4% between fiscal year 2017
and fiscal year 2018. The majority of the University’s revenue, 60% in fiscal year 2018 and 61%
in fiscal year 2017, is attributed to State appropriations, and net tuition and fees. Combined, these
two revenue streams remained relatively flat at $123.6 million in fiscal year 2018 compared to
$123.7 million in fiscal year 2017.

Net tuition, fees and other student charges decreased $0.4 million or 0.6% from fiscal year 2017
to fiscal year 2018. This was due to a combination of a $2.3 million increase in gross tuition and
fees offset by a $2.7 million increase in the scholarship allowance, resulting from the University’s
continued investment in merit-based aid. Increased scholarship spending has been strategic and
deliberate insofar as it has helped the University stabilize enrollment levels, and increase the
proportion of students likely to succeed academically. Gifts, grants, and contracts increased $3
million or 6.9% from fiscal year 2017 to fiscal year 2018 due to a $2.2 million increase in gifts,
including gifts for the construction of a multimedia center and athletic facilities; a $0.5 million
increase in Pell grants due to a combination of a slight decrease in the number of students receiving
Pell grants and an increase in the average aid per student; and a $0.3 million increase in grants and
contracts activity. Investment income decreased $1.1 million or 19.6% from fiscal year 2017 to
fiscal year 2018 primarily due to unrealized losses in the non-endowed investments. State capital
appropriations increased $1 million from fiscal year 2017 to fiscal year 2018 due to increased
activity on academic area renovations and the purchase of and renovation to a building in
downtown Youngstown for the Mahoning Valley Innovation and Commercialization Center.

Overall, the University’s total revenues decreased $0.8 million or 0.4% between fiscal year 2017
and fiscal year 2016. The majority of the University’s revenue, 61% in both fiscal years 2017 and
2016, is attributed to State appropriations, and net tuition and fees. Combined, these two revenue
streams decreased $1.6 million or 1.3% from fiscal year 2016 to fiscal year 2017.

Net tuition, fees and other student charges decreased $2.7 million or 3.3% from fiscal year 2016
to fiscal year 2017 due to increases in the scholarship allowance resulting from an increase in
academic based scholarships, reflecting a higher proportion of academically prepared students.
Gifts, grants, and contracts increased $1.9 million or 4.5% from fiscal year 2016 to fiscal year
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2017 primarily due to a combination of a $0.8 million decrease in Pell grants due to a slight
decrease in the number of students receiving Pell grants and a $1.8 million increase in federal grant
activity. State appropriations increased $1.2 million or 2.8%. Auxiliary enterprises revenue
decreased $3.8 million or 16.2% from fiscal year 2016 to fiscal year 2017 mainly due to the
outsourcing of the bookstore. Investment income increased $4.7 million or 594% primarily due
to unrealized gains in non-endowed equity investments resulting from a more favorable market
environment during fiscal year 2017. State capital appropriations decreased $2.9 million or 33.9%
from fiscal year 2016 to fiscal year 2017 primarily due to the completion of projects such as a
steam plant, building renovations, and roof repairs.

Expenses

Operating expenses can be displayed by either functional classification or natural classification.
The functional classification can be found on the Statements of Revenues, Expenses, and Changes
in Net Position. The University has no control over the pension/OPEB expenses attributed to the
implementations of GASBs 68, 71 and 75; therefore, these expenses are segregated for
presentation purposes.

Following is a recap of total operating expenses by natural classification.

June 30,2018 June 30,2017 June 30,2016

Compensation $ 118,788,153  $115,235986  $ 116,932,285
Operations 48,805,289 44,929,371 47,217,814
Scholarships 20,518,590 19,897,530 19,524,818
Depreciation and amortization 12,735,133 11,985,243 11,075,611
Operating Expenses without GASBs 68, 71 and 75 accruals 200,847,165 192,048,130 194,750,528
GASBs 68 and 71 pension expense accurals (35,552,451) 8,821,859 (81,838)
GASB 75 OPEB expense accrual (1,963,220)

Total operating expenses $163,331,494  $200,869,989  $ 194,668,690

Following is a recap of total operating expenses by functional classification.

June 30, 2018 June 30,2017 June 30, 2016

Instruction $ 64,538,138 $ 63,992,250 $ 66,150,400
Research 4,616,124 3,964,546 1,857,198
Public service 6,416,759 6,055,604 5,455,226
Academic support 15,149,971 14,832,935 14,046,280
Student services 10,742,141 10,235,953 10,074,308
Instituitional support 23,501,601 19,751,657 21,868,146
Operation and maintenance of plant 17,455,934 15,968,540 17,717,619
Scholarships 16,028,918 15,630,861 15,218,376
Auxiliary enterprises 29,662,446 29,630,541 31,287,364
Depreciation and amortization 12,735,133 11,985,243 11,075,611

Total operating expenses $ 200,847,165 $ 192,048,130 $ 194,750,528

Excluding the impact of the pension and OPEB accurals, total operating expenses increased $8.8
million or 4.6% from $192 million during fiscal year 2017 to $200.8 million in fiscal year 2018.
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This increase was largely due to a $3.6 million increase in compensation and a $3.8 million
increase in operations.

Salary and wages increased $2 million or 2.2% from $87.9 million in fiscal year 2017 to $89.9
million in fiscal year 2018; whereas fringe benefits increased $1.6 million or 5.9% from $27.3
million to $28.9 million, respectively. The increase in fringe benefits was due to an increase in
health care costs. Overall fringe benefits as a percentage of salaries and wages was 32.15% in
fiscal year 2018 compared to 31.1% in fiscal year 2017.

Operations increased $3.9 million or 8.6% from $44.09 million in fiscal year 2017 to $48.8 million
in fiscal year 2018. The increase was largely due to $0.8 million funding of a portion of the City
of Youngstown’s Wick Avenue Improvements and a $0.8 million increase in furnishings for
several areas, including the new Kilcawley Center annex, a space updated for student interactions,
and the Meshel Hall renovations. In addition, there was an increase of approximately $0.5 million
in subaward activity on a federal grant related to additive manufacturing, a $0.5 million partial
write-off of project plan expenses previously capitalized as construction in progress for a
renovation project that did not move forward and for which the value has diminished, a $0.4
million increase in food service expense due to increased occupancy and usage of meal plans on
campus, and $0.2 million for IT upgrades in student housing. Overall, utilities remained relatively
flat during fiscal year 2018 compared to fiscal year 2017 and bad debt expense continued to
decrease reflecting the impact of enrollment of more academically prepared students.

A large portion of all aid is classified as a scholarship allowance on the Statement of Revenues,
Expenses and Changes in Net Position. Therefore, the net $0.6 million increase in scholarship
expense is a partial reflection of a $0.5 million increase in federal financial aid for Pell grant
recipients, a $0.4 million increase in state support and a $0.3 million decrease in external support.
Overall, the University disbursed $49.3 million to students in fiscal year 2018 compared to $45.9
million in fiscal year 2017, including $19.8 million and $19.3 million in federal Pell grants,
respectively.

Pension and OPEB expense attributed to GASBs 68, 71 and 75 decreased $46.3 million from $8.8
million during fiscal year 2017 to ($37.5 million) during fiscal year 2018. These expenses are the
result of changes in the deferred outflows/inflows and liabilities related to pension/OPEB,
including the cumulative effect of the GASB 75 implementation. The $46.3 million decrease is
comprised of a $2.4 million decrease related to the OPERS plans and a $43.9 million decrease
related to the STRS Ohio plans. OPERS pension/OPEB expense totaled $5 million and $7.4
million during fiscal year 2018 and fiscal year 2017, respectively; whereas STRS Ohio
pension/OPEB expense totaled ($42.5) million and $1.4 million, respectively. The STRS Ohio
plan expenses are reflected as a reduction in Instruction on the Statement of Revenues, Expenses,
and Changes in Net Position. The University has no control over the factors affecting these
changes.

Excluding the impact of GASBs 68 and 71 pension expense accruals, total operating expenses
decreased $2.7 million or 1.4% from $194.7 million during fiscal year 2016 to $192 million during
fiscal year 2017. This was largely due to a $1.7 million decrease in compensation and a $2.3
million decrease in operations.
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Salary and wages decreased $0.6 million or 0.6% from $88.5 million in fiscal year 2016 to $87.9
million in fiscal year 2017 remaining relatively flat and included a $0.8 million decrease due to
outsourcing the Bookstore; whereas fringe benefits decreased $1.1 million or 4% from $28.4
million to $27.3 million, respectively. The decrease in fringe benefits was due to a combination
of a slight increase of $0.5 million in health care costs and a $2.6 million decrease in tuition
remission largely due to restructuring the graduate assistantship program from being fringe benefit
based to scholarship based. Overall fringe benefits as a percentage of salaries and wages was
31.1% in fiscal year 2017 compared to 32.1% in fiscal year 2016.

Operations decreased $2.3 million or 4.9% from $47.2 million in fiscal year 2016 to $44.9 million
in fiscal year 2017. The net decrease was largely due to the outsourcing of the Bookstore, a
decrease in utility costs as a result of the University building its own steam plant combined with
an increase in federal grant activity, primarily subawards, and the University investing in a service
agreement to ensure energy savings.

A large portion of all aid is classified as scholarship allowance on the Statement of Revenues,
Expenses, and Changes in Net Position. Therefore, the $0.4 million increase in scholarship
expense is a partial reflection of a $0.8 million decrease in federal financial aid for Pell grant
recipients and a $0.4 million increase in external support. Overall, the University disbursed $45.9
million to students in fiscal year 2017 compared to $41.6 million in fiscal year 2016, including
$19.3 million and $20.1 million in federal Pell grants, respectively.

Pension expense attributed to GASB 68 and 71 increased $8.9 million from ($81,838) during fiscal
year 2016 to $8.8 million during fiscal year 2017.

See Note 13 for additional information on retirement plans and Note 14 for additional information
on other post employment benefits (OPEB).

Total operating and non-operating expenses for the University were $167,180,692, $204,720,822,
and $198,608,238 in fiscal years 2018, 2017 and 2016, respectively.
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Economic Factors for the Future

Looking to the future, management believes the University is well-positioned to continue its
favorable financial condition and level of excellence in service to students.

Based on the most recent estimate provided by the Ohio Department of Higher Education, State
Share of Instruction (SSI) funding for the University is expected to remain stable over the next
two-year biennium. This is consistent with the statewide SSI appropriation, which is also expected
to remain stable for the next two-year period. The University’s state funding levels are also tied
to strategic decisions YSU has made to better position itself in the performance based SSI formula,
in which degrees awarded and course completions continue to be primary drivers of SSI funding.
Datasets used in the formula are based on a three-year rolling average, and are weighted to take
into account various at-risk student characteristics. The SSI formula continues to factor in
discipline and program costs, and enrollment levels.

The following graph reflects six years actual data for State Appropriations plus the budgeted
amount for fiscal year 2019.

State Appropriations
Fiscal Years 2013 through 2019
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Fall Semester Enrollment Trends
2007 through 2018
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As expected, Fall 2018 enrollments are 1.28% higher than the prior Fall semester on a full-time
equivalency (FTE) basis. Having achieved enrollment stability over the past three years represents
a sharp turnaround in the University’s enrollment trend, following a five-year decline in FTE
enrollments between Fall 2011 and 2015. The results of the University’s new incoming student
enrollments, coupled with the academic quality of those students, provide significant cause for
continued optimism for the future.

For Fall 2018, the University experienced increases in new freshman for the fourth consecutive
year, a 31% increase in that time. For the second consecutive year, over 330 new freshmen entered
the Honors College compared to 96 just four years earlier.

Freshman GPA averages were the highest in University history for the fifth straight year. Efforts
to widen the University’s appeal beyond its traditional footprint also appear to be showing
continued signs of success. Enrollment increases were noted for out-of-state and multicultural
freshman, as well as the number of Ohio counties represented in the freshman class.

The University’s freshmen to sophomore retention rate dipped slightly to 73.33% from 74.85%
last year, although this year was still the second highest freshmen retention in YSU history,
representing further evidence that the University has stabilized and reversed its enrollment trend.
Finally, early results for Fall 2019 suggest another strong class is forthcoming.
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ASSETS
Current Assets

Cash and cash equivalents

Investments

Restricted investments

Interest receivable

Accounts receivable, net

Pledges receivable, net

Loans receivable, net

Inventories

Prepaid expenses and unearned charges
Total Current Assets

Noncurrent Assets

Investments
Endowments and other restricted investments
Pledges receivable, net
Loans receivable, net
Other noncurrent assets
Nondepreciable capital assets
Depreciable capital assets, net

Total Noncurrent Assets

Total Assets

DEFERRED OUTFLOWS OF RESO URCES

Deferred outflows related to pension
Deferred outflows related to OPEB
Bond refunding

Total Deferred O utflows of Resources

LIABILITIES
Current Liabilities

Accounts payable
Construction payable
Payroll liabilities
Bonds payable
Notes payable
Capital lease payable
Compensated absences
Unearned revenue
Other liabilities

Total Current Liabilities

Noncurrent Liabilities

Bonds payable, net
Notes payable
Capital lease payable
Compensated absences
Refundable advance
Net pension liability
Net OPEB liability
Total Noncurrent Liabilities
Total Liabilities

DEFERRED INFLOWS OF RESOURCES

Service concession agreements
Deferred inflows related to pension
Deferred inflows related to OPEB

Total Deferred Resources of Inflows

NETPOSITION

Net investment in capital assets
Restricted, nonexpendable
Restricted, expendable
Unrestricted

Total Net Position

See accompanying notes to financial statements.

June 30, 2018 June 30, 2017
$ 24,301,741 $ 20,347,943
39,824,962 42,885,491
576,113 693,494
141,428 125.659
11,338,042 11,437,865
177,348 225,435
479,115 449341
210,783 133,742
1,229,079 1,065,258
78,278,611 77.364,228
14,026,682 15,638,099
9,438,618 9,095,277
428,689 584,448
777,571 1,069,796
104,533 333,444
21,364,404 24,736,083
194,630,587 194,125,899
240,771,084 245,583,046
319,049,695 322,947,274
33,308,150 40,400,833
2,788,887 -
1,928,624 2,053,409
38,025,661 42,454,242
3,192,548 3,441,896
2,247,661 3,003,658
8,943,359 7,761,247
2,865,000 2,610,000
329.655 616,894
31,071 13,657
928,950 983,560
6,066,548 6,590,316
1,249,733 1,522,277
25,854,525 26,543,505
63,725,907 66,841,237
14,687,402 15,383,106
101,226 51,683
7,366,802 7,814,502
1,384,407 2,089,646
118,776,220 175,354,454
40,674.668 .
246,716,632 267,534,628
272,571,157 294,078.133
482,500 570,000
22,729,229 8,796,129
3,658,637 -
26,870,366 9,366,129
136,184,268 135,402,713
5,435,363 5,202,624
26,358,016 26,178,068
(110,343.814) (104,826.151)
$ 57.633.833 $ 61,957.254
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THE YOUNGSTOWN STATE UNIVERSITY FOUNDATION

STATEMENTS OF FINANCIAL POSITION AT JUNE 30, 2018 AND 2017

ASSETS
Cash and cash equivalents
Investments
Property purchased for Youngstown State University
Pledges receivable, net
Pledges receivable for Youngstown State University, net
Prepaid expenses and other assets
Beneficial interest in remainder trusts
Property and equipment, net
TOTAL ASSETS

LIABILITIES AND NET ASSETS
LIABILITIES
Accounts payable
Grant commitments to Youngstown State University
Accrued liabilities and other
TOTAL LIABILITIES

NET ASSETS
Unrestricted
Temporarily restricted
Permanently restricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

See accompanying notes to financial statements.
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June 30,2018

June 30,2017

$ 3,120,370
243,921,774
228,965
4,798,437
5,795,099
983,721

37,728

$ 1,707,990
228,395,689
4,033,499
5,548,252
986,450
416,938

50,590

$ 258,886,094

$ 241,139,408

$ 678,908 $ 489,963
8,322,749 8,161,200
158,690 80,217
9,160,347 8,731,380
152,312,802 147,197,446
16,037,771 13,018,654
81,375,174 72,191,928
249,725,747 232,408,028

$ 258,886,094

$ 241,139,408




YOUNGSTOWN STATE UNIVERSITY

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

OPERATING REVENUES

Tuition, fees, and other student charges (net of scholarship

allowance of $28,791,176 in 2018 and $26,026,072 in 2017)

Federal grants and contracts

State grants and contracts

Local grants and contracts

Private grants and contracts

Sales and services

Auxiliary enterprises

Other operating revenues
Total Operating Revenues

OPERATING EXPENSES
Instruction
Research
Public service
Academic support
Student services
Institutional support
Operation and maintenance of plant
Scholarships
Auxiliary enterprises
Depreciation and amortization
Total Operating Expenses
Operating Loss

NONOPERATING REVENUES (EXPENSES)
State appropriations
Federal grants
Private gifts

Unrestricted investment income, net of investment expense
Restricted investment income, net of investment expense

Interest on capital asset-related debt
Other nonoperating revenues, net
Net Nonoperating Revenues

Loss Before Other Revenues, Expenses, and Changes

OTHER REVENUES, EXPENSES, AND CHANGES
State capital appropriations
Capital grants and gifts
Other, net
Total Other Revenues, Expenses, and Changes
Change In Net Position

NET POSITION

Net Position at Beginning of the Year, originally stated
Cumulative effect of GASB 75 implementation

Net Position at End of the Year

See accompanying notes to financial statements.
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June 30, 2018

June 30, 2017

$ 80328208 $ 80,777,230
6,083,592 5,728,561
5,554,639 5,059,050

422,130 340,687
581,281 553,862
501,089 565,764
20,124,228 20,049,797
2,993,039 3,184,095
116,588,206 116,259,046
22,382,293 66,004,195
4,693,888 4,057,587
6,782,854 6,563,742
16,037,470 16,100,315
11,388,167 11,177,058
24,726,731 22,754,337
18,137,208 16,966,110
16,028,918 15,630,861
30,418,832 29,630,541
12,735,133 11,985,243
163,331,494 200,869,989
(46,743 288) (84.610,943)
43,261,001 42,973,090
20,253,989 19,790,347
11,180,058 10,407,174
3,664,249 4,598,736
766,993 914,404
(3,808,716) (3,844,329)
367,726 355,745
75,685,300 75,195,167
28,942,012 (9.415.776)
6,659,994 5,643,430
3,307,888 2,446,917
274,323 111,782
10,242,205 8,202,129
39,184,217 (1,213,647
61,957,254 63,170,901
(43,507,638) 2
$  57.633.833  § 61,957,254




THE YOUNGSTOWN STATE UNIVERSITY FOUNDATION

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

REVENUES, GAINS AND OTHER SUPPORT
Contributions
In-kind donations
Investment earnings
Net realized gain on sale of investments
Net unrealized change in long-term investments
Change in beneficial interest in remainder trusts
Reclassification due to change in donor restriction
Net assets released from restrictions
TOTAL REVENUES, GAINS AND OTHER SUPPORT

EXPENSES
Distribution to Youngstown State University
for scholarships and other programs
Administrative expenditures
Benefits for retired Youngstown University faculty
TOTAL EXPENSES

INCREASE (DECREASE) IN NET ASSETS

Net Assets - Beginning of Year
Net Assets - End of Year

REVENUES, GAINS AND OTHER SUPPORT
Contributions
In-kind donations
Investment earnings
Net realized gain on sale of investments
Net unrealized change in long-term investments
Change in beneficial interest in remainder trusts
Reclassification due to change in donor restriction
Net assets released from restrictions
TOTAL REVENUES, GAINS AND OTHER SUPPORT

EXPENSES
Distribution to Youngstown State University
for scholarships and other programs
Administrative expenditures
Benefits for retired Youngstown University faculty
TOTAL EXPENSES

INCREASE (DECREASE) IN NET ASSETS

Net Assets - Beginning of Year
Net Assets - End of Year

See accompanying notes to financial statements.

June 30,2018

Temporarily Permanently
Unrestricted Restricted Restricted Total
$ 2,945,158 $ 2,567,648 $ 9,687,255 $ 15,200,061
1,712,541 898,564 - 2,611,105
2,062,742 1,059,235 - 3,121,977
8,731,534 4,062,723 - 12,794,257
- - 3,807 3,807
- 500,000 (500,000) -
6,076,869 (6,069,053) (7,816) -
21,528,844 3,019,117 9,183,246 33,731,207
13,702,473 - - 13,702,473
2,710,865 - - 2,710,865
150 - - 150
16,413,488 - - 16,413,488
5,115,356 3,019,117 9,183,246 17,317,719
147,197 446 13,018,654 72,191,928 232 408,028
$ 152,312,802 $ 16,037,771 $ 81,375,174 $ 249725747
June 30, 2017
Temporarily Permanently
Unrestricted Restricted Restricted Total
$ 2,836,642 $ 3,772,845 $ 7,081,186 $ 13,690,673
4,854 - - 4,854
1,806,580 806,708 - 2,613,288
3,887,635 1,733,243 - 5,620,878
13,921,388 2,352,408 - 16,273,796
- - 17,356 17,356
3,715,366 (3,715,366) - =
26,172,465 4,949,838 7,098,542 38,220,845
12,208,543 - - 12,208,543
2,852,536 - - 2,852,536
900 - - 900
15,061,979 - - 15,061,979
11,110,486 4,949 838 7,098,542 23,158,866
136,086,960 8,068,816 65,093,386 209,249,162
$ 147,197,446 $ 13,018,654 $ 72,191,928 $  232.408,028
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YOUNGSTOWN STATE UNIVERSITY

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

June 30,2018 June 30, 2017

Cash Flows from Operating Activities

Student tuition and fees $ 79,926,985 $ 79,975,455
Federal, state, and local grants and contracts 12,048,270 11,089,855
Private grants and contracts 621,969 735,853
Sales and services of educational and other departmental activities 20,813,272 21,783,811
Payments to suppliers (53,496.,407) (48,808,266)
Payments to employees (88,693,212) (87,215,677)
Payments for benefits (29,390,607) (27,383,844)
Payments for scholarships (16,075,346) (15,717,567)
Student loans issued (147.208) (155,218)
Student loans collected 495,912 527,506
Student loan interest and fees collected 168,764 134,911
Other receipts, net 2,789,893 2,944,508
Total Cash Flows Used In Operating Activities (70,937,715) (62,088,673)
Cash Flows from Noncapital Financing Activities
Federal grants 19,556,456 19,338,860
State educational appropriations 43,261,001 42,973,090
Direct lending receipts 55,753,073 60,549,455
Direct lending disbursements (55,744,772) (59,206,331)
Private gifts 11,125,868 10,910,904
Other 274,323 1115782
Other nonoperating expenses 281,626 268,445
Total Cash Flows Provided by Noncapital Financing Activities 74,507,575 74,946,205
Cash Flows from Investing Activities
Proceeds from sale of investments 48,885,739 14,462,125
Purchase of investments (44.,439.753) (19,452,441)
Interest on investments 4,415,473 5,485,602
Total Cash Flows Provided by Investing Activities 8,861,459 495,286

Cash Flows from Capital and Related Financing Activities

State capital appropriations 6,738,111 5,336,842
Private capital gifts and grants 3,201,419 3,035,594
Purchase of capital assets (10,492,550) (16,211,965)
Principal payments on capital debt (3,621,071) (2,466,389)
Bonds payable proceeds - 5,248,151
Interest payments on capital debt (4,303,430) (3,841,080)
Total Cash Flows Used In Capital and Related Financing Activities (8,477,521) (8,898,847)
Change in Cash and Cash Equivalents 3,953,798 4,453,971
Cash and Cash Equivalents, Beginning of Year 20,347,943 15,893,972
Cash and Cash Equivalents, End of Year $ 24,301,741 $ 20,347,943




YOUNGSTOWN STATE UNIVERSITY

STATEMENTS OF CASH FLOWS (CONT.)
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

Reconciliation of Operating Loss to Net Cash Used in Operating Activities

June 30, 2018 June 30, 2017
Operating loss $ (46,743,288) $ (84.610,943)
Adjustments to reconcile operating loss to net cash used in
operating activities:

Depreciation and amortization 12,735,133 11,985,243
Provision for bad debts 125,985 569,407
Gifts in kind 28.798 39,517
Changes in assets and liabilities:
Accounts receivable, net 42,414 (408,498)
Loans receivable, net 420,470 384,875
Inventories (77,040) (48,911)
Prepaid expenses and unearned charges (163,821) (14,615)
Accounts payable (249,348) (211,901)
Accrued and other liabilities 1,278,737 821,314
Unearned revenue (317,774) 802,348
Compensated absences (502,310) (218,368)
Net pension liability (56,578.,234) 29.008,761
Net OPEB liability (2,832,970) B
Deferred outflows related to pension 7,092,683 (14,274,144)
Deferred outflows related to OPEB (2,788,887) -
Deferred inflows related to pension 13,933,100 (5,912,758)
Deferred inflows related to OPEB 3,658,637

Net Cash Flows Used In Operating Activities $ (70,937,715) $ (62,088,673)

Noncash Investing and Financing Transactions

Additional Capital Leases $ 95,084 $ 76,729

In January 2017, the University issued $25,525,000 in Series 2016 General Receipts bonds. The proceeds from the
bond sale were used for a partial advance refunding of the Series 2009 General Receipts bonds, resulting in a
retirement of these bonds of $19,930,000. See Note 9 for further discussion on this non-cash transaction.

See accompanying notes to financial statements.
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YOUNGSTOWN STATE UNIVERSITY

NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

Note 1 — Organization and Summary of Significant Accounting Policies

Organization and Basis of Presentation

Youngstown State University (the University or YSU) is a coeducational, degree granting state-
assisted metropolitan university and was established by the General Assembly of the State of Ohio
in 1967. The University is a component unit of the State of Ohio. The University provides a wide
range of opportunities in higher education primarily to residents in northeastern Ohio and western
Pennsylvania. The University offers degrees at the undergraduate, graduate and doctoral levels.

In accordance with Governmental Accounting Standards Board (GASB) Statement No.14, The
Reporting Entity, and GASB Statement No. 61, The Financial Reporting Entity: Omnibus, the
University’s financial statements are included, as a discretely presented component unit, in the
State of Ohio’s (State) Comprehensive Annual Financial Report. In accordance with GASB
Statement No. 39, Determining Whether Certain Organizations are Component Units,
Youngstown State University Foundation’s (YSUF or Foundation) financial statements are
included, as a discretely presented component unit, in the University’s financial report by
presentation of the individual financial statements of the entity immediately following the
University’s respective GASB financial statements. See Note 16 for additional information
regarding the University’s component unit.

The University’s financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America as prescribed by the GASB.

As required by the GASB, resources are classified for accounting and reporting purposes into the
following four net position categories:

e Net investment in capital assets — Capital assets, net of accumulated depreciation,
outstanding principal balances of debt attributable to the acquisition, construction or
improvement of those assets.

e Restricted, nonexpendable — Resources subject to externally imposed stipulations that they
be maintained permanently by the University. Such resources include the University’s
permanent endowment funds.

e Restricted, expendable — Resources whose use by the University is subject to externally

imposed stipulations that can be fulfilled by actions of the University pursuant to those
stipulations or that expire by the passage of time.
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YOUNGSTOWN STATE UNIVERSITY

NOTES TO FINANCIAL STATEMENTS (CONT.)
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

e Unrestricted — Resources that are not subject to externally imposed stipulations. Unrestricted
resources may be designated for specific purposes by action of management, Board of
Trustees or may otherwise be limited by contractual agreements with outside parties.
Substantially all unrestricted resources are designated for academic and research programs
and initiatives, capital projects, and operating reserves.

Summary of Significant Accounting Policies

The accompanying financial statements have been prepared on the accrual basis. The University
reports as a business type activity, as defined by GASB Statement No. 35. Business type activities
are those that are financed in whole or in part by fees charged to external parties for goods or
services.

Cash Equivalents — The University considers all highly liquid investments with an original
maturity of three months or less to be cash equivalents. Cash and cash equivalents are stated at
cost, which approximates fair value and excludes amounts restricted by board designation or
whose use is limited.

Investments — Investments are reported at fair value based on quoted market prices. Changes in
unrealized gains (losses) on the carrying value of investments are reported as a component of
investment income in the Statement of Revenues, Expenses, and Changes in Net Position.

Endowment Policy — The University Endowment Fund consists of 95 named funds. Each named
fund is assigned a number of shares in the University Endowment Fund based on the value of the
gifts to that named fund. The University’s endowment spending policy states that annual
distributions each fiscal year are set to 5% of the twelve-quarter average of the market value for
the preceding twelve calendar quarters. In calculating the twelve-quarter average, census dates of
March 31, June 30, September 30 and December 31 for the previous three years shall be used.
Distributions greater than the calculated amount require written justification and Board of
Trustees’ approval.

Accounts Receivable — Accounts receivable consist of transactions relating to tuition and fees,
auxiliary enterprise sales, grants and contracts, and miscellaneous sales and services. Accounts
receivable are recorded net of allowance for uncollectible amounts.

Pledges Receivable — The University received pledges and bequests of financial support from
corporations, foundations, and individuals. Revenue is recognized when a gift representing an
unconditional promise to pay is received and all eligibility requirements have been met. In the
absence of a conditional pledge, revenue is recognized when the gift is received. Pledges are
recorded net of an allowance for uncollectible amounts and are discounted to net present value.
The University entered into a development services agreement with the Foundation. As part of
the agreement, new pledges are recorded by the Foundation and payments on University pledges
are collected by the Foundation and remitted to the University on a monthly basis.
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YOUNGSTOWN STATE UNIVERSITY

NOTES TO FINANCIAL STATEMENTS (CONT.)
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

Inventories — Inventories are stated at the lower of cost or net realizable value.

Capital Assets — Capital assets are stated at cost or acquisition value at date of gift. Infrastructure
assets are included in the financial statements and are depreciated. The University’s capitalization
threshold for equipment, furniture and vehicles is $5,000; and for buildings, building
improvements and improvements other than buildings is $100,000. Land is capitalized regardless
of cost. Library purchases are excluded from capitalization and expensed as purchased.

Depreciation (including amortization of capital leased assets) is computed using the straight-line
method over the estimated useful life of the asset and is not allocated to the functional expenditure
categories. Historical collections, including assets that are held for public exhibition, education, or
research in furtherance of public service, which are protected and preserved, are not depreciated.

When capital assets are sold, or otherwise disposed of, the carrying value of such assets and any
accumulated depreciation is removed from asset accounts and the net investment in capital assets.
The costs of normal maintenance and repairs that do not add to the value of the capital asset or
materially extend the capital asset’s life are expensed when incurred. Estimated lives are as
follows:

Classification Estimated Life
Buildings 50 years
Improvements to buildings 10 to 50 years
Improvements other than buildings 15 years
Moveable equipment, furniture and vehicles 3 to 10 years

Unearned Revenue — Unearned revenue includes tuition and fee revenues billed or received prior
to the end of the current fiscal year end, but related to the period after the current fiscal year. Also
included are amounts received from grants and contract sponsors that have not yet been earned
and other resources received before the eligibility requirements are met.

Compensated Absences — Accumulated unpaid vacation and sick leave benefits are in accordance
with GASB Statement No. 16, Accounting for Compensated Absences. The University uses the
termination method to accrue sick leave compensated absences on the Statement of Net Position.

Refundable Advances from Government for Federal Loans — Funds provided by the United States
government under the Federal Perkins Loan program are loaned to qualified students and re-loaned
after collections. These funds are ultimately refundable to the government and, therefore, are
recorded as a liability in the accompanying financial statements.

Deferred Outflows and Inflows of Resources — Deferred outflows of resources represent the
consumption of resources that are applicable to a future reporting period, but do not require further
exchange of goods or services. Deferred inflows of resources represent the acquisition of resources
that are applicable to a future resource period. Deferred outflows of resources in the University’s
financial statements related to the net pension/OPEB liability and refunding of bonds. Deferred
inflows of resources in the University’s financial statements related to the net pension/OPEB
liability and service concession arrangements.
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YOUNGSTOWN STATE UNIVERSITY

NOTES TO FINANCIAL STATEMENTS (CONT.)
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

Service Concession Arrangements — Service concession arrangements consist of an agreement
with a food service provider and an agreement with a beverage company for exclusive pouring
rights. Funds received are contingent upon utilization of services over a specified time period and
are amortized over the term of the contract arrangement. Unamortized amounts are reflected as
deferred inflows of resources on the Statement of Net Position.

Pensions/OPEB — For purposes of measuring the net pension/OPEB liability, deferred outflows of
resources and deferred inflows of resources related to pensions/OPEB, and pension/OPEB
expense, information about the fiduciary net position of the pension/OPEB plans and additions
to/deductions from their fiduciary net position have been determined on the same basis as they are
reported by the pension/OPEB plan. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit
terms. The pension/OPEB plans report investments at fair value.

Income Taxes — The Internal Revenue Service has ruled that the University’s income is generally
exempt from Federal income taxes under Section 115 of the Internal Revenue Code. The
University is subject to tax on unrelated business income.

Measurement Focus and Financial Statement Presentation — Operating revenues and expenses
generally result from providing educational and instructional service in connection with the
University’s principal ongoing operations. The principal operating revenues include student
tuition, fees and other student charges. The University also recognizes as operating revenue grants
classified as exchange transactions and auxiliary activities. Operating expenses include
educational costs, administrative expenses and depreciation on capital assets. All revenues and
expenses not meeting this definition including State appropriations are reported as non-operating
revenues and expenses.

Scholarship Allowances and Student Aid — Tuition, fees, and other student charges are reflected
net of scholarship allowances in the Statements of Revenues, Expenses, and Changes in Net
Position. Certain aid (such as loans and funds awarded to students by third parties) is accounted
for as a third party payment (credited to the student’s account as if the student made the payment).
All other aid is reflected in the financial statements as operating expenses, or scholarship
allowances, which reduce revenues. The amount reported as operating expense represents the
portion of aid that was provided to the student in the form of cash. Scholarship allowances
represent the portion of aid provided to the student in the form of reduced tuition.

Release of Restricted Funds — When an expense is incurred for purposes for which both restricted
and unrestricted resources are available, it is the University’s policy to apply restricted resources
first, then unrestricted resources as needed.
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YOUNGSTOWN STATE UNIVERSITY

NOTES TO FINANCIAL STATEMENTS (CONT.)
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

Management’s Estimates — The preparation of the financial statements in conformity with
accounting principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect the amounts reported in the financial statements and
disclosures in the notes to financial statements. Actual results could differ from these estimates.

Adoption of New Accounting Pronouncements — In fiscal year 2018, the provisions of the
following GASB Statements became effective:

e GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits
Other Than Pensions, issued June 2015. The provisions of this Statement are effective for
fiscal years beginning after June 15, 2017. The primary objective of this Statement is to
improve accounting and financial reporting by state and local governments for
postemployment benefits other than pensions (other postemployment benefits or OPEB).

e GASB Statement No. 81, Irrevocable Split-Interest Agreements, issued March 2016. The
requirements of this Statement are effective for financial statements for periods beginning after
December 15, 2016. The objective of this Statement is to improve accounting and financial
reporting for irrevocable split-interest agreements by providing recognition and measurement
guidance for situations in which a government is a beneficiary of the agreement.

e GASB Statement No. 85, Omnibus 2017, issued March 2017. The provisions of this Statement
are effective for reporting periods beginning after June 15, 2017. The objective of this
Statement is to address practice issues that have been identified during implementation and
application of certain GASB Statements.

e GASB Stdtement No. 86, Certain Debt Extinguishment Issues, issued May 2017. The
requirements of this Statement are effective for reporting periods beginning after June 15,
2017. The primary objective of this Statement is to improve consistency in accounting and
financial reporting for in-substance defeasance of debt.

Newly Issued Accounting Pronouncements — As of the report date, the GASB issued the following
statements not yet implemented by the University:

e GASB Statement No. 83, Certain Asset Retirement Obligations, issued November 2016. The
requirements of this Statement are effective for reporting periods beginning after June 15,
2018. This Statement addresses accounting and financial reporting for certain asset retirement
obligations.

e GASB Statement No. 84, Fiduciary Activities, issued January 2017. The requirements of this
Statement are effective for reporting periods beginning after December 15, 2018. The
objective of this Statement is to improve guidance regarding the identification of fiduciary
activities for accounting and financial reporting purposes and how those activities should be
reported.
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YOUNGSTOWN STATE UNIVERSITY

NOTES TO FINANCIAL STATEMENTS (CONT.)
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

e GASB Statement No. 87, Leases, issued June 2017. The requirements of this Statement are
effective for reporting periods beginning after December 15, 2019. The objective of this
Statement is to better meet the information needs of financial statement users by improving
accounting and financial reporting for leases by governments.

e GASB Statement No. 88, Certain Disclosures Related to Debt, including Direct Borrowings
and Direct Placements, issued April 2018. The requirements of this Statement are effective
for reporting periods beginning after June 15, 2018. The primary objective of this Statement
is to improve the information that is disclosed in notes to government financial statements
related to debt, including direct borrowings and direct placements. It also clarifies which
liabilities governments should include when disclosing information related to debt.

e GASB Statement No. 89, Accounting for Interest Cost Incurred before the End of a
Construction Period, issued June 2018. The requirements of this Statement are effective for
reporting periods beginning after December 15, 2019. The objectives of this Statement are (1)
to enhance the relevance and comparability of information about capital assets and the cost of
borrowing for a reporting period and (2) to simplify accounting for interest cost incurred before
the end of a construction period.

e GASB Statement No. 90, Majority Equity Interests-an amendment of GASB Statements No. 14
and No. 61, issued August 2018. The requirements of this Statement are effective for reporting
periods beginning after December 15, 2018. The primary objectives of this Statement are to
improve the consistency and comparability of reporting a government’s majority equity
interest in a legally separate organization and to improve the relevance of financial statement
information for certain component units.

The University has not yet determined the effect these Statements will have on the University’s
financial statements and disclosures.

Adoption of Accounting Principle — The effect of the University’s adoption of GASB Statement
No. 75 was a restatement of deferred outflows, deferred inflows and net liability relating to OPEB
at July 1,2017. Previously, OPEB expense was reported equal to the amount remitted as statutory
contributions. Information describing the retirement plans, contribution rates and where to find
information about the plans was included in the Notes to the Financial Statements. With the
adoption of GASB 75, the University is required to report a proportionate share of the retirement
system’s net OPEB liability (or unfunded liability) and other activity, including OPEB expense on
the University’s financial statements and also to provide disclosures in the Notes to the Financial
Statements (See Note 14 Other Post-Employment Benefits). This standard only impacts financial
reporting and does not affect the amount the University is required to fund under Ohio law. Under
Ohio law, employers are not required to pay more than the current statutory contribution.
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NOTES TO FINANCIAL STATEMENTS (CONT.)
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

The effect of this change resulted in a net decrease in net position of the University at July 1,2017
of $43,507,638. The University did not retroactively implement this statement as of July 1, 2016
because it was not deemed practical. The OPEB plans in which the University participates did not
have the information readily available. Therefore, certain disclosures required under previous
GASB statements are disclosed for fiscal year 2016.

Reclassification — Certain reclassifications have been made to the fiscal year 2017 amounts to
conform with the fiscal year 2018 presentation. These reclassifications had no effect on the total
net position or change in net position.

Note 2 — State Support

The University receives support from the State in the form of State appropriations and capital
appropriations. As required by GASB Statement No. 35, these are reflected as non-operating
revenues on the Statement of Revenues, Expenses, and Changes in Net Position.

State appropriations totaled $43,261,001 in fiscal year 2018 compared to $42,973,090 in fiscal
year 2017. The State Share of Instruction (SSI) is determined annually by the Ohio Department
of Higher Education.

Capital appropriations from the State totaled $6,659,994 in fiscal year 2018 compared to
$5,643,430 in fiscal year 2017 and included funding for equipment and the construction/major
renovations of plant facilities.

Funding for the construction of major plant facilities on the University campus is obtained from
the issuance of revenue bonds by the Ohio Public Facilities Commission (OPFC), which in turn is
used for the construction and subsequent lease of the facilities by the Ohio Department of Higher
Education.

University facilities are not pledged as collateral for the revenue bonds. Instead, the bonds are
supported by a pledge of monies in the Higher Education Bond Service Fund established in the
custody of the Treasurer of State of Ohio. If sufficient monies are not available from this fund, a
pledge exists to assess a special student fee uniformly applicable to students in state-assisted
institutions of higher education throughout the State.

Outstanding debt issued by OPFC is not included on the University’s Statement of Net Position.
In addition, the appropriations by the General Assembly to the Ohio Department of Higher
Education for payment of debt service are not reflected as appropriation revenue received by the
University, and the related debt service payments are not recorded in the University’s accounts.

Note 3 — Cash and Cash Equivalents

For financial statement presentation purposes, cash in banks has been combined with the
University’s cash equivalents and temporary investments in repurchase agreements and certificates
of deposit.
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Depository funds held in the name of the University are secured by a pool of securities with a value
of at least 105% of the total value of monies on deposit at the depository bank. All collateral, both
specific and pooled, is held by the Federal Reserve Bank or by a designated trustee as agent for
the public depositories used by the University.

Cash and Cash Equivalents at June 30, 2018 and June 30, 2017 consist of the following:

2018 2017

Carrying Amount $24,301,741 $20,347,943
FDIC Insured $ 3,250,000 $ 5,792,147
Uninsured but collateralized by pools of securities

pledged by the depository banks 1,718,276 4,059,773
Uninsured but assets held in name of YSU not

pledged as collateral elsewhere 9,696,643 11,784,788
Bank Balance $14,664,919 $21,636,708

The difference in carrying amount and bank balance is caused by items in transit and outstanding
checks, including a $10,610,139 transfer from the Star Plus account to the Star Ohio account.
Deposits held in safekeeping by a bank, as trustee or escrow agent, included in cash totaled $24,870
at June 30, 2018 and $2,392,415 at June 30, 2017, which approximates market. These deposits,
including interest on the investments, are retained in the trust for projects funded by bond proceeds
and payment of principal and interest on outstanding indebtedness. The University’s Star Plus
account deposits are federally insured and totaled $2,500,000 at June 30, 2018 and $5,042,147 at
June 30, 2017.

Credit risk for deposits is the risk that, in the event of a bank failure, the University’s deposits may
not be returned to the University. At June 30, 2018 and June 30, 2017, all uncollateralized or
uninsured deposits of the University are exposed to credit risk. The University’s investment policy
and asset allocation guidelines facilitate the management and monitoring of credit risk.

Note 4 — Investments

The University’s investment policy authorizes the University to invest non-endowed and endowed
University funds in compliance with provisions of the Ohio Revised Code including House Bill
524, Section 3345.05 of the Ohio Revised Code, and all other applicable laws and regulations.

In accordance with the Policies of the Board of Trustees of the University, investment types are
not specifically limited but shall be made with care, skill, prudence and diligence under the
circumstances then prevailing that a prudent person acting in like capacity and familiar with such
matters would use in the conduct of an enterprise of a like character and with like aims.
Furthermore, investments shall be managed for the use and benefit of the University in a diversified
portfolio that focuses, over time, on the preservation of capital, minimization of cost and risk, and
maintenance of required levels of liquidity in the overall portfolio to meet cash flow requirements.
The University utilizes an investment advisor and investment manager for non-endowment funds.
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The University’s investments measured and reported at fair value are classified according to the
following hierarchy:

Level 1 — Investments reflect prices quoted in active markets.

Level 2 — Investments reflect prices that are based on a similar observable asset either
directly or indirectly, which may include inputs in markets that are not considered to be
active.

Level 3 — Investments reflect prices based upon unobservable sources.

The categorization of investments within the hierarchy is based upon the pricing transparency of
the instrument and should not be perceived as the particular investment’s risk.

Assets classified in Level 1 of the fair value hierarchy are valued directly from a primary external
pricing vendor. Level 2 inputs are valued using a matrix pricing model.

As of June 30, 2018, the University had the following investments measured at fair value:

Fair Value Measurement

Level 1 Level 2 Level 3 Total
U.S. Government Obligations $ = -+$.4323219. % - 1$.4323219
Corporate Bonds - 9,869,027 - 9,869,027
Foreign Bonds - 43,273 - 43,273
U.S. Government Bonds - 2,309,426 - 2,309,426
Bond Mutual Funds 11,900,561 - - 11,900,561
Preferred Stock - 306,025 - 306,025
Common Stock 6,111,323 - - 6,111,323
Equity Mutual Funds 29,003,521 - - 29,003,521
Totals $47,015405 $16,850,970 $ - $ 63,866,375
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As of June 30, 2017, the University had the following investments measured at fair value:

Fair Value Measurement

Level 1 Level 2 Level 3 Total
U.S. Government Obligations $ - §$ 5571562 $ - $ 5,571,562
Corporate Bonds - 9,999,400 - 9,999,400
Foreign Bonds - 29,639 - 29,639
U.S. Government Bonds - i,254,001 - 2,254,001
Bond Mutual Funds 11,096,293 - - 11,096,293
Preferred Stock - 575,569 - 575,569
Common Stock 6,171,416 - - 6,171,416
Equity Mutual Funds 32,614,481 - - 32,614,481
Totals $49,882,190 $18430,171  $ - $ 68312361

As of June 30, 2018, the University had the following investments and maturities using the

segmented time distribution method:

Investment maturities (in years)

Investment Type Fair Value Less than 1 1-5 6-10 More than 10
U.S. Government Obligations $ 4323219 $- 179,395 $ 3,573,987 § 569,837 $ -
Corporate Bonds 9,869,027 809,995 7,919,746 1,124,205 15,081
Foreign Bonds 43,273 - 43,273 - -
U.S. Government Bonds 2,309,426 280,432 321,520 752,176 955,298
Bond Mutual Funds 11,900,561 11,900,561 - - -
Preferred and Common Stock 6,417,348 6,417,348 - - -
Equity Mutual Funds 29,003,521 29,003,521 - - -
Totals $63,866,375 $48591,252 $ 11,858,526 $ 2,446,218 § 970,379

All callable stocks were assumed to mature in less than one year.

As of June 30, 2017, the University had the following investments and maturities using the

segmented time distribution method:

Investment maturities (in years)

Investment Type Fair Value Less than 1 1-5 6-10 More than 10
U.S. Government Obligations $ 5,571,562 % - $ 5126082 $ 445480  $ -
Corporate Bonds 9,999,400 917,986 7,766,730 1,304,284 10,400
Foreign Bonds 29,639 - 29,639 - -
U.S. Government Bonds 2,254,001 5,536 693,227 529,348 1,025,890
Bond Mutual Funds 11,096,293 11,096,293 - - -
Preferred and Common Stock 6,746,985 6,746,985 - - -
Equity Mutual Funds 32,614,481 32,614,481 - - -
Totals $68,312,361  $51,381,281 $ 13,615,678 $ 2279,112 § 1,036,290

All callable stocks were assumed to mature in less than one year.
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As of June 30, 2018, investments had the following quality credit ratings:

Investment Type Fair Value Aaa Aa A Baa Unrated
Corporate Bonds $ 9.869,027 $ 2676914 $1,402334 $2,503,187 $2,564,284 § 722,308
Foreign Bonds 43273 43,273 - - - c
U.S. Government Bonds 2,309,426 1,732,200 577,226 - - -
Bond Mutual Funds 11,900,561 5,329,055 1,461,994 1,150,681 3,620,243 338,588
Totals $24,122287 $ 9,781,442 $3,441,554 $3,653.868 $6,184,527  $1,060,896

As of June 30, 2017, investments had the following quality credit ratings:

Investment Type Fair Value Aaa Aa A Baa Unrated
Corporate Bonds $ 9999400 $ 2263325 $§ 948,546 $2,516,540  $3,346,098 § 924,891
Foreign Bonds 29,639 29,639 - - - -
U.S. Government Bonds 2,254,001 1,624,992 629,009 - - -
Bond Mutual Funds $11,096,293 5,102,185 1,566,469 815,961 3,361,938 249,740
Totals $23,379,333  $ 9,020,141  $3,144,024 $3,332,501 $6,708,036 $1,174,631

Interest Rate Risk — Interest rate risk is the risk that changes in interest rates will adversely affect
the fair value of an investment. The University’s investment policy and asset allocation guidelines
facilitate the management and monitoring of its exposure to fair value losses arising from
increasing interest rates.

Credit Risk — Credit risk is the risk that an issuer or other counterparty to an investment will not
fulfill its obligations. As of June 30, 2018, $4,632,084 or 7% of the University’s portfolio was
held in an intermediate bond fund and $1,807,373 or 3% was held in a short term bond fund. As
of June 30, 2017, $4,156,099 or 6% of the University’s portfolio was held in an intermediate term
bond fund and $1,272,010 or 2% was held in a short-term bond fund. The University’s investment
policy and asset allocation guidelines contain provisions to manage credit risk.

Custodial Credit Risk — Custodial credit risk is the risk that in the event of the failure of the
counterparty to a transaction, the University will not be able to recover the value of investments
or collateral securities that are in the possession of an outside party. Investments that are both
unregistered and uninsured are exposed to custodial credit risk if investments are held by the
counterparty, or are held by the counterparty’s trust department or agent but not in the name of the
University. At June 30, 2018 and 2017, the University had no exposure to custodial credit risk.
The University does not address custodial credit risk in its investment policy and asset allocation
guidelines.

Foreign Currency Risk — Foreign currency risk is the risk that changes in exchange rates will
adversely affect the fair value of an investment or deposit. At June 30, 2018 and 2017, the
University had no material exposure to foreign currency risk. The University does not address
foreign currency risk in its investment policy and asset allocation guidelines.
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Note 5 — Accounts and Loans Receivable

Accounts and loans receivable at June 30, 2018 and June 30, 2017 consist of the following:

Accounts receivable
Student accounts
Grants and contracts
State appropriations
Other receivables
Total Accounts receivable
Less: Allowance for doubtful accounts
Accounts receivable, net

Loans receivable - student notes

Less: Allowance for doubtful accounts
Loans receivable, net

Less: current portion

Loans receivable, noncurrent portion

Note 6 — Pledges Receivable

Unconditional promises to give to the University recorded as pledges receivable at June 30, 2018

and June 30, 2017 were as follows:

Pledges receivable

Less: Allowance for doubtful accounts
Present value discount

Pledges receivable, net

Less: current portion

Pledges receivable, noncurrent portion

Pledges have been discounted to net present value using June 30, 2018 and June 30, 2017 U.S.
Treasury Note rates of 2.625% (5-year) and 2.75% (7-year) in fiscal year 2018 and 1.75% (5-year)

and 2.00% (7-year) in fiscal year 2017.
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2018 2017
$ 7,170,967 $ 7.680,039
2,199,614 2,389,961
2,081,671 2,159,788
3,568,754 3,362,455
15,021,006 15,592,243
3,682,964 4,154,378
$11,338,042 $11,437,865
$ 1,712,248 $ 2,133,318
455,562 614,181
1,256,686 1,519,137
479,115 449,341
$ 777,571 $ 1,069,796

2018 2017
$ 678,030 $ 903,786
32,350 53,812
39,643 40,091
606,037 809,883
177,348 225,435
$ 428,689 $ 584,448
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Note 7 — Capital Assets

Capital assets activity for the year ended June 30, 2018 was as follows:

Beginning Ending
Balance Additions  Reductions Transfers Balance
Nondepreciable assets:
Land $ 16274,150 $ 84,717  $ -3 - $ 16,358,867
Construction in progress 7,626,467 3,410,025 526,883 (6,394,575) 4,115,034
Historical treasures 835,466 41,476 - 13,561 890,503
Depreciable assets:
Buildings 279,765,390 1,483,451 69,770 4,320,290 285,499,361
Improvements to buildings 76,302,097 2,872,136 - 1,700,424 80,874,657
Improvements other than buildings 40,638,570 918,405 1,000,000 200,719 40,757,694
Moveable equipment and fumniture 38,368,157 1,382,678 621,698 159,581 39,288,718
Vehicles 1,403,118 104,067 63,749 - 1,443,436
Capital lease 76,729 95,084 - 171,813
Total cost 461,290,144 10,392,039 2,282,100 - 469,400,083
Less accumulated depreciation:
Buildings 173,543,132 4,773,206 69,770 - 178,246,568
Improvements to buildings 17,967,390 2,940,911 - - 20,908,301
Improvements other than buildings 20,040,660 2,216,280 1,000,000 - 21,256,940
Moveable equipment and furniture 29,834,758 2,647,909 621,699 - 31,860,968
Vehicles 1,028,155 120,385 63,749 - 1,084,791
Capital lease 14,067 33,457 - 47,524
Total accumulated depreciation 242,428,162 12,732,148 1,755,218 - 253,405,092
Capital assets, net $218,861,982 $(2,340,109) $ 526,882 $ - $215,994,991

Projects completed and transferred from construction in progress during fiscal year 2018 included
the Barnes & Noble bookstore, the Cushwa Respiratory Care Lab, renovations to Meshel Hall’s
first and third floors, improvements and development of the Campus Core and area’s designated
as gateways to YSU’s campus, replacement of the Jones Hall roof, renovations to Ward Beecher
Hall as well as upgrades to its HVAC system, renovations to the Bliss Hall Graduate offices,
repairs to the Fifth Avenue Parking Deck and upgrades to the underground steam and condensate

lines originating at the Central Utility Plant.
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Capital assets activity for the year ended June 30, 2017 was as follows:

Beginning Ending
Balance Additions Reductions Transfers Balance
Nondepreciable assets:
Land $ 16,149,400 $ 124,750 % -9 - $ 16,274,150
Construction in progress 18,623,424 6,523,695 8,728 (17,511,924) 7,626,467
Historical treasures 835,466 - - - 835,466
Depreciable assets:
Buildings 280,003,837 - 238,447 - 279,765,390
Improvements to buildings 59,574,347 2,516,009 - 14,211,741 76,302,097
Improvements other than buildings 37,385,002 3,327,739 1,000,000 925,829 40,638,570
Moveable equipment and furniture 33,673,810 3,628,366 1,308,373 2,374,354 38,368,157
Vehicles 1,336,632 186,181 119,695 - 1,403,118
Capital lease - 76,729 - 76,729
Total cost 447,581,918 16,383,469 2,675,243 - 461,290,144
Less accumulated depreciation:
Buildings 168,874,774 4,902,434 234,076 - 173,543,132
Improvements to buildings 15,404,240 2,563,150 - - 17,967,390
Improvements other than buildings 18,954,783 2,085,877 1,000,000 - 20,040,660
Moveable equipment and furniture 28,840,275 2,302,855 1,308,372 - 29,834,758
Vehicles 1,041,601 106,249 119,695 - 1,028,155
Capital lease - 14,067 - 14,067
Total accumulated depreciation 233,115,673 11,974,632 2,662,143 - 242,428,162
Capital assets, net $214,466245 $ 4408837 $ 13,100 $ - $218,861,982

Projects completed and transferred from construction in progress during fiscal year 2017 included
the Steam Plant Project, building exterior repairs to Stambaugh Stadium and Moser Hall,
Instructional Space Upgrades to Cushwa Hall and DeBartolo Hall, and Building System Upgrades

to several campus buildings.
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Note 8 — Payroll and Other Liabilities

Payroll and other liabilities at June 30, 2018 and 2017 consist of the following:

2018 2017
Payroll liabilities :
Accrued compensation $ 5,789,318 $ 5,407,924
Accrued benefits 290,008 185,401
Accrued health care benefits and insurance payable 1,234,757 1,003,033
Retirement system contribution payable 1,629,276 1,164,889
Totals $ 8,943,359 $ 7,761,247
Other liabilities:
Deposits held in custody $ 500,110 $ 606,039
Interest payable 271,841 641,020
Other liabilities 477,772 275218
Totals $ 1,249,723 $ 1,522,277

Encumbrances representing estimated amounts of expenses ultimately to result, if unperformed
contracts in process at June 30, 2018 are completed, totaled $10.8 million compared to $9.4 million

at June 30, 2017. These amounts do not constitute expenses incurred or liabilities.

Note 9 — Bonds

In January 2017, the University issued $25,525,000 in Series 2016 General Receipts bonds. The
proceeds from the bond sale were used for a partial advanced refunding of the Series 2009 General
Receipts bonds and to construct a bookstore. As aresult, $19,930,000 of the 2009 bonds advanced
refunded were considered to be defeased and the liability was removed from the University’s long-
term obligations. In addition, a deferred outflow of resources was recorded and will be amortized
over the remaining life of the new debt. As of June 30, 2018 and 2017, the amount recorded as a

deferred outflow was $1,928,624 and $2,053,409, respectively.
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Details of the bonds payable for the General Receipts Bonds, Series 2016 as of June 30, 2018
follow:

Maturity Original

Bond Component Rate Yield Through Principal
Serial Bond 3.000% 1.56% 2019 $ 215,000
Serial Bond 4.000% 1.86% 2020 1,145,000
Serial Bond 5.000% 2.10% 2021 1,190,000
Serial Bond 5.000% 2.34% 2022 1,255,000
Serial Bond 5.000% 2.53% 2023 1,320,000
Serial Bond 5.000% 2.76% 2024 1,380,000
Serial Bond 5.000% 2.93% 2025 1,455,000
Serial Bond 5.000% 3.09% 2026 1,525,000
Serial Bond 5.000% 3.23% 2027 1,600,000
Serial Bond 3.000% 3.32% 2028 1,665,000
Serial Bond 3.250% 3.49% 2029 1,710,000
Serial Bond 5.000% 3.44% 2030 1,780,000
Serial Bond 5.000% 3.50% 2031 1,870,000
Serial Bond 3.500% 3.74% 2032 1,945,000
Serial Bond 3.625% 3.86% 2033 2,010,000
Serial Bond 3.625% 3.92% 2034 2,085,000
Term Bond 4.000% 4.12% 2035 310,000
Term Bond 4.000% 4.12% 2036 320,000
Term Bond 4.000% 4.12% 2037 335,000
Term Bond 4.000% 4.12% 2038 350,000
Total $25,465,000

In June 2011, the Board of Trustees of Youngstown State University authorized through a Board
resolution the issuance of General Receipts Bonds, Series 2011 in the amount of $18,660,000. The
$19,006,093 in bond proceeds were received in July 2011. The Series 2011 Bonds were utilized
to pay costs associated with acquiring the University Courtyard Apartments, any necessary related
improvements thereto and to pay costs of issuing the Series 2011 Bonds.

Details of the bonds payable for the General Receipts Bonds, Series 2011 as of June 30, 2018
follow:

Maturity Original

Bond Component Rate Yield Through Principal
Serial Bond 5.00% 3.28% 2019 $ 655,000
Serial Bond 5.00% 3.58% 2020 690,000
Serial Bond 3.50% 3.82% 2021 720,000
Serial Bond 3.75% 3.98% 2022 450,000
Serial Bond 5.00% 3.98% 2022 300,000
Serial Bond 4.00% 4.14% 2023 780,000
Term Bond 5.00% 4.55% 2026 2,570,000
Term Bond 5.00% 5.08% 2034 9,085,000
Total $ 15,250,000
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As part of the American Recovery and Reinvestment Act of 2009, states and local governments
are permitted to issue two types of taxable obligations, referred to as Build America Bonds
(BABs). The BABs include federal subsidies to offset a portion of interest costs as an alternative
to issuing traditional tax-exempt obligations.

In March 2010, the University issued $25,335,000 of General Receipts Bonds (Taxable Build
America Bonds), Series 2010 to provide funding to pay costs associated with facilities planning
for the University’s College of Science, Technology, Engineering and Mathematics (STEM),
convert the old college of business building for use as a laboratory, office and classroom space,
renovate Kilcawley Center, reconfigure and replace campus parking facilities, construct the
WATTS Center, relocate certain existing outdoor athletic facilities and pay the costs of issuance
of the Series 2010 Bonds. In September 2011, approximately $9.9 million was re-allocated from
the Kilcawley Center project to Academic building renovation projects.

The University designated the Series 2010 Bonds both as Build America Bonds and as Qualified
Bonds and intends to apply for Credit Payments pursuant only to the extent that the Series 2010
Bonds remain Qualified Bonds, which requires the University to comply with certain covenants
and to establish certain facts and expectations with respect to the Series 2010 Bonds, the use and
investment of proceeds thereof and the use of property financed thereby.

Details of the bonds payable for the General Receipts Bonds (Taxable Build America Bonds),
Series 2010 as of June 30, 2018 follow:

Maturity Original
Bond Component Rate/Yield *  Through Principal

Serial Bond 4.959% 2019 $ 1,110,000
Serial Bond 5.109% 2020 1,145,000
Serial Bond 5.209% 2021 1,185,000
Serial Bond 5.359% 2022 1,225,000
Serial Bond 5.509% 2023 1,265,000
Term Bond 6.109% 2026 4,085,000
Term Bond 6.549% 2031 8,030,000
Term Bond 6.579% 2034 5,700,000

Total $23,745.000

* Does not reflect impact of federal subsidies

In March 2009, the University issued $31,255,000 of General Receipts Bonds, Series 2009 to
acquire, construct and equip the new Williamson College of Business Administration building,
renovate and replace portions of the existing Wick Pollock Inn, refund the remaining General
Receipts Bonds, Series 1997 and Series 1998, refund the General Receipts Bond Anticipation
Notes, Series 2008 (BAN), and pay a portion of the costs of issuance of the bonds. In January
2017, $19,930,000 of the bonds were advanced refunded with the issuance of the Series 2016
General Receipts bonds. The outstanding amount defeased and in escrow was $19,930,000 at June
30, 2018 and June 30, 2017, respectively.
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The General Receipts Bonds, Series 2009 as of June 30, 2018 has a remaining principal balance
of $885,000 at a rate of 4.375% and yield of 4.400% that matures in fiscal year 2019.

The indebtedness created through all issues of the General Receipts Bonds is bound by the
Amended and Restated Trust Indenture dated as of March 1, 2009. The Series 2010 Bonds, Series
2011 Bonds, and Series 2016 Bonds are also bound by the First Supplemental Trust Indenture
dated as of February 2010; and in addition, the Series 2011 Bonds and Series 2016 Bonds are also
bound by the Second Supplemental Trust Indenture dated as of July 1, 2011, and the Series 2016
Bonds are also bound by the Third Supplemental Trust Indenture dated December 1, 2010. The
University has complied with all covenant requirements.

The debt is secured by a pledge of all University general receipts, excluding state appropriations
and receipts previously pledged or otherwise restricted. Payment of bond principal and interest on
the Bond Series 2009 is guaranteed under a municipal bond insurance policy.

Maturities of all bonds payable and debt service for fiscal years subsequent to June 30, 2018 follow
(also see Note 12):
General Receipts Bonds

Fiscal Year Principal Interest Total

2019 $ 2,865,000 $ 3,267,202 $ 6,132,202
2020 2,980,000 3,131,322 6,111,322
2021 3,095,000 2,988,709 6,083,709
2022 3,230,000 2,835,360 6,065,360
2023 3,365,000 2,671,779 6,036,779
2024-2028 19,235,000 10,437,141 29,672,141
2029-2033 23,850,000 4,827,177 28,677,177
2034-2038 6,725,000 297,048 7,022,048

Totals $ 65,345,000 $30,455,738 $95,800,738

NOTE: Expected future federal subsidies for the BABs is $4,709,435

Federal subsidies received by the University were $484,817 in fiscal year 2018 and $495,109 in
fiscal year 2017. These are reported as non-operating federal grant revenue. Interest expense on
indebtedness was $3,252,847 in fiscal year 2018 and $3,305,769 in fiscal year 2017. On
construction-related debt, net interest cost of $8,849 was capitalized in fiscal year 2018, and
$85,640 in fiscal year 2017.

Note 10 — Notes Pavable

During fiscal year 2016, the University entered into a 14 year performance contract with Johnson
Controls for campus energy savings measures. The contract amount of $16 million includes an
assured performance providing for an annual measured cost savings of not less than $2 million per
year and was financed through PNC Equipment Finance over 14 years at an interest rate of 3.366%
and requires annual installment payments. Title to the assets vests in the University. Security of
the debt is limited to the revenues appropriated for such purpose. In March 2018, in accordance
with the escrow agreement, $725,988 in residual project funds were transferred to the debt service
fund and were used to pre-pay debt service originally scheduled for fiscal year 2019, resulting in
a reduced amount due in that year.
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Details of the revised installment schedule follows:

The University has complied with all covenant requirements. Interest expense on indebtedness

Fiscal Year Principal

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030

Totals

Interest Total

$ 329,655 $ 132,947 $ 462,602
773,135 494,378 1,267,513
858,969 468,354 1,327,323
950,358 439,441 1,389,799
1,078,602 407,452 1,486,054
1,203,064 371,147 1,574,211
1,324,741 330,651 1,655,392
1,438,667 286,061 1,724,728
1,549,719 237,635 1,787,354
1,712,940 185,472 1,898,412
1,869,472 127,814 1,997,286
1,927,735 60,223 1,987,958
$15,017,057 $ 3,541,575 $ 18,558,632

was $555,869 in fiscal year 2018 and $538,560 in fiscal year 2017.

Note 11 — Capital Leases

The University leases mailroom equipment under a capital lease agreement which bears interest
0f 9.9%. In addition, the University also leases equipment for its print shop under a capital lease
agreement which bears imputed interest of 10.08%. The net book value of capital leased assets
included in net capital assets in the Statement of Net Position at June 30, 2018 and June 30, 2017

was $124,289 and $62,662, respectively.

Future minimum lease payments under the capital lease are as follows:

2019
2020
2021
2022
2023

Year Ending June 30,

Total future minimum lease payments
Less amount representing interest
Total obligations under capital lease

Mailroom Print Shop

Equipment Equipment Total
$ 19,520 $ 23,400 $ 42920
19,520 23,400 42,920
19,520 23,400 42,920
1,626 23,400 25,026
- 5,834 5,834
60,186 99,434 159,620
8,504 18,819 27:323
$....51:682 $ 80,615 $ 132297
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Note 12 — Long-Term Liabilities (excluding net pension/OPEB liabilities)

Long-term liability activity (also see Notes 9, 10, and 11) for the year ended June 30, 2018 was as
follows:

Beginning Ending Current
Balance Additions Reductions Balance Portion
Bonds payable

General receipts bonds principal $67,955,000 § - $ 2,610,000 $65,345,000 $ 2,865,000
Unamoritized premium/discount 1,496,237 - 250,330 1,245,907 -
Bonds payable, net 69,451,237 - 2,860,330 66,590,907 2,865,000
Note payable 16,000,000 - 982,943 15,017,057 329,655
Capital leases 65,340 95,084 28,127 132,297 31,071
Compensated absences 8,798,062 - 502,310 8,295,752 928,950
Refundable advance 2,089,646 - 705,239 1,384,407 -
Total long-term liabilities $96,404285 $ 95,084 $ 5,078,949 $91420,420 $ 4,154,676

Long-term liability activity (also see Notes 9, 10, and 11) for the year ended June 30, 2017 was
as follows:

Beginning Ending Current
Balance Additions Reductions Balance Portion
Bonds payable
General receipts bonds principal $64,815,000 $25,525,000 $22,385,000 $67,955,000 $ 2,610,000

Unamoritized premium/discount (58,584) 1,578,181 23,360 1,496,237 -
Bonds payable, net 64,756,416 27,103,181 22,408,360 69,451,237 2,610,000
Note payable 16,000,000 - - 16,000,000 616,894
Capital leases - 76,729 11,389 65,340 13,657
Compensated absences 9,016,430 60,000 278,368 8,798,062 983,560
Refundable advance 2,527,796 17,375 455,525 2,089,646 -

Total long-term liabilities $92.300,642 $27,257,285 $23,153,642 $96,404285 $ 4224111

Note 13 — Retirement Plans

Net Pension Liability

The net pension liability reported on the Statement of Net Position represents a liability to
employees for pensions. Pensions are a component of exchange transactions — between an
employer and its employees — of salaries and benefits for employee services. Pensions are
provided to an employee — on a deferred-payment basis — as part of the total compensation package
offered by an employer for employee services each financial period. The obligation to sacrifice
resources for pensions is a present obligation because it was created as a result of employment
exchanges that already have occurred.

The net pension liability represents the University’s proportionate share of each pension plan’s
collective actuarial present value of projected benefit payments attributable to past periods of
service, net of each pension plan’s fiduciary net position. The net pension liability calculation is
dependent on critical long-term variables, including estimated average life expectancies, earnings
on investments, cost of living adjustments and others. While these estimates use the best
information available, unknowable future events require adjusting this estimate annually.
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Ohio Revised Code limits the University’s obligation for this liability to annually required
payments. The University cannot control benefit terms or the manner in which pensions are
financed; however, the University does receive the benefit of employees’ services in exchange for
compensation including pension.

GASBs 68 and 71 assumes the liability is solely the obligation of the employer, because (1) the
employer benefits from employee services; and (2) State statute requires all funding to come from
the employer. All contributions to date have come solely from employers (which also includes
costs paid in the form of withholdings from employees). State statute requires the pension plans
to amortize unfunded liabilities within 30 years. If the amortization period exceeds 30 years, each
pension plan’s board must propose corrective action to the State legislature. Any resulting
legislative change to benefits or funding could significantly affect the net pension liability.
Resulting adjustments to the net pension liability would be effective when the changes are legally
enforceable.

The proportionate share of each pension plan’s unfunded benefits is presented as a long-term net
pension liability on the accrual basis of accounting. Any liability for the contractually-required
pension contribution outstanding at the end of the year is included in payroll liabilities.

Plan Descriptions

University faculty are provided with pensions through STRS Ohio. Substantially all other
University employees are provided with pensions through OPERS. Both OPERS and STRS Ohio
are statewide cost-sharing multiple employer defined benefit pension plans. Authority to establish
and amend benefits for OPERS and STRS Ohio is authorized by Chapters 145 and 3307,
respectively, of the Ohio Revised Code. Both OPERS and STRS Ohio issue publicly available
financial reports. The OPERS report can be obtained at
https://www.opers.org/financial/reports.shtml.  The STRS Ohio report can be obtained at
https://www.strsoh.org/publications/annual-reports.html.

OPERS and STRS Ohio each offer three separate retirement plans: a defined benefit plan, a
defined contribution plan, and a combined plan.

OPERS and STRS Ohio Defined Benefit Plans pay service retirement benefits using a fixed
formula based on age, years of service credit and final average salary (FAS). In addition to service
retirement, participants are eligible for disability and survivor benefits.

OPERS Member-Directed Plan and STRS Ohio Defined Contribution Plan are optional alternative
retirement plans available to new members. Participants allocate both member and a portion of
the employer contributions in an investment account. Portions of the employer contributions are
allocated to the defined benefit unfunded liabilities. Benefits are based on the member’s account
value.
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OPERS and STRS Ohio Combined Plans offer features of both a defined benefit plan and a
member-directed or defined contribution plan. In the combined plans, employee contributions are
invested in self-directed investments, and the employer contribution is used to fund a reduced
defined benefit along with disability and survivor benefits.

Benefits Provided

OPERS and STRS Ohio provide retirement, disability, annual cost-of-living adjustments, and
survivor benefits for plan members and beneficiaries. The benefit provisions stated in the
following paragraphs are current provisions and apply to active plan participants. Vested,
terminated employees who are entitled to benefits but are not receiving them yet are bound by the
provisions in effect at the time they last terminated their public service.

OPERS Benefits

Under OPERS, retirement benefits are specific to each pension plan and members must meet the
eligibility requirements based on their age and years of service credit within the plan. Retirement
eligibility also varies by division and transition group. Members who were eligible to retire under
law in effect prior to SB 343 before January 7, 2013 are included in transition Groups A and B.
Group C includes those members who are not in either of the other groups and members who were
hired on or after January 7, 2013.

State and Local members in transition groups A and B are eligible for retirement benefits at age
55 with 25 or more years of service credit or at age 60 with 5 years of service credit. State and
Local members in transition Group C are eligible for retirement at age 57 with 25 years of service
credit or at age 62 with 5 years of service credit.

Under the Traditional Plan, for Groups A and B, the annual benefit is based on 2.2% of FAS
multiplied by the actual years of service credit for the first 30 years of service credit and 2.5% for
years of service credit in excess of 30 years. For Group C the annual benefit applies a factor of
2.2% for the first 35 years and a factor of 2.5% for the years of service credit in excess of 35.
Members who retire before meeting the age and years of service credit requirement for unreduced
benefits receive a percentage reduction in the benefit amount. FAS represents the average of the
three highest years of earnings over a member’s career for Groups A and B. Group C is based on
the average of the five highest years of earnings over a member’s career.

Under the Combined Plan, the benefit formula for the defined benefit component of the plan for
State and Local members in transition Groups A and B applies a factor of 1.0% to the member’s
FAS for the first 30 years of service credit. A factor of 1.25% is applied to years of service credit
in excess of 30. The benefit formula for transition Group C applies a factor of 1.0% to the
member’s FAS and the first 35 years of service credit and a factor of 1.25% is applied to years in
excess of 35. Persons retiring before age 65 with less than 30 years of service credit receive a
percentage reduction in benefit. The defined contribution portion of the benefit is based on
accumulated member contributions plus or minus any investment gains or losses on those
contributions.
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Member-Directed participants must have attained the age of 55, have money on deposit in the
Defined Contribution Plan and have terminated public service to apply for retirement benefits.
The amount available for defined contribution benefits in the Member-Directed Plan consists of
the members’ contributions, vested employer contributions and investment gains or losses
resulting from the members’ investment selections. Employer contributions and associated
investment earnings vest over a five year period at a rate of 20% each year. At retirement, members
may select one of several distribution options for payment of the vested balance in their individual
OPERS accounts.

The OPERS law enforcement program consists of two separate divisions: Law Enforcement and
Public Safety. Both divisions of members are eligible for special retirement options under the
Traditional Pension Plan and are not eligible to participate in the Member-Directed or Combined
plan. Public Safety members in transition Groups A and B may file an application for full
retirement benefits at age 48 or older with 25 or more years of service credit or 52 or older with
15 or more years of service credit. Public Safety members in transition Group C are eligible for
benefits at age 52 or older with 25 years of service credit or at age 56 or older with 15 years of
service credit. Those members classified as Law Enforcement officers are eligible for full
retirement at age 52 or older with 15 or more years of service credit for Group A. Law
Enforcement Group B is eligible at age 48 or older with 25 years of service credit or at age 52 or
older with 15 years of service credit. Law Enforcement Group C is eligible at age 48 or older with
25 years of service credit or at age 56 with 15 years of service credit. Annual benefits under both
divisions are calculated by multiplying 2.5% of FAS by the actual years of service credit for the
first 25 years of service credit, and 2.1% of FAS for each year of service credit over 25 years.
These options also permit early retirement under qualifying circumstances as early as age 48 with
a reduced benefit.

OPERS administers two disability plans for participants in the Traditional Pension and Combined
plans. Members in the plan as of July 29, 1992, could elect coverage under either the original plan
or the revised plan. All members who entered the System after July 29, 1992, are automatically
covered under the revised plan. Under the original plan, a member who becomes disabled before
age 60 and has completed 60 contributing months is eligible for a disability benefit. Benefits are
funded by the employee and employer contributions and terminate if the member is able to return
to work. The revised plan differs in that a member who becomes disabled at any age with 60
contributing months will be eligible for disability benefits until a determined age. The benefit is
funded by reserves accumulated from employer contributions. Law Enforcement officers are
immediately eligible for disability benefits if disabled by an on-duty illness or injury. Members
participating in the Member-Directed Plan are not eligible for disability benefits.

Dependents of deceased members who participated in either the Traditional Pension Plan or the
Combined Plan may qualify for survivor benefits if the deceased employee had at least one and a
half years of service credit with the plan, and at least one quarter year of credit within the two and
one-half years prior to the date of death. Qualified survivors of Law Enforcement and Public
Safety personnel are eligible for survivor benefits immediately upon employment.
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Once a benefit recipient retiring under the Traditional Pension Plan has received benefits for 12
months, an annual cost-of-living adjustment is provided on the member’s base benefit and is not
compounded. Members retiring under the Combined Plan receive a cost-of-living adjustment on
the defined benefit portion of their benefit. The cost-of-living adjustment varies somewhat, but is
generally defined as the Consumer Price Index not to exceed 3%. A death benefit of $500-$2,500,
determined by the number of years of service credit of the retiree, is paid to the beneficiary of a
deceased retiree or disability benefit recipient under the Traditional Pension Plan and the
Combined Plan. Death benefits are not available to beneficiaries of Member-Directed Plan
participants.

STRS Ohio Benefits

The Defined Benefit Plan offers an annual retirement allowance based on the final average salary
multiplied by a percentage that varies based on years of service. Effective Aug. 1, 2015, the
calculation is 2.2% of final average salary for the five highest years of earnings multiplied by all
years of service. Members are eligible to retire at age 60 with five years of qualifying service
credit, or at age 55 with 26 years of service, or 31 years of service regardless of age. Eligibility
changes will be phased in until Aug. 1, 2026, when retirement eligibility for unreduced benefits
will be five years of service credit and age 65, or 35 years of service credit and at least age 60.

The Defined Benefit Plan allows members to place all their member contributions and 9.5% of the
14% employer contributions into an investment account. Investment allocation decisions are
determined by the member. The remaining 4.5% of the 14% employer rate is allocated to the
defined benefit unfunded liability. A member is eligible to receive a retirement benefit at age 50
and termination of employment. The member may elect to receive a lifetime monthly annuity or
a lump sum withdrawal.

The Combined Plan offers features of both the Defined Benefit Plan and the Defined Contribution
Plan. In the Combined Plan, 12% of the 14% member rate goes to the Defined Contribution Plan
and the remaining 2% is applied to the Defined Benefit Plan. Member contributions to the Defined
Contribution Plan are allocated among investment choices by the member, and contributions to
the Defined Benefit Plan from the employer and the member are used to fund the defined benefit
payment at a reduced level from the regular Defined Benefit Plan. The defined benefit portion of
the Combined Plan payment is payable to a member on or after age 60 with five years of service.
The defined contribution portion of the account may be taken as a lump sum payment or converted
to a lifetime monthly annuity after termination of employment at age 50 or later.

A Defined Benefit Plan or Combined Plan member with 5 or more years of credited service who
is determined to be disabled may qualify for a disability benefit. Eligible survivors of members
who die before service retirement may qualify for monthly benefits. New members on or after
July 1, 2013 must have at least 10 years of qualifying service credit to apply for disability benefits.
Members in the Defined Contribution Plan who become disabled are entitled only to their account
balance. If a member of the Defined Contribution Plan dies before retirement benefits begin, the
member’s designated beneficiary is entitled to receive the member’s account balance. A death
benefit of $1,000 is payable to the beneficiary of each deceased retired member who participates
in the Defined Benefit Plan. Death benefit coverage up to $2,000 can be purchased by participants
in the Defined Benefit, Defined Contribution or Combined Plans.
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In April 2017, the Retirement Board made the decision to reduce cost of living adjustments granted
on or after July 1, 2017 to 0% to preserve the fiscal integrity of the system. Benefit recipients base
benefit and past cost of living increases are not affected by this change.

Contributions
Employer and member contribution rates are established by the OPERS Board and the STRS
Ohio Board subject to limits per Chapter 145 and Chapter 3307 of the Ohio Revised Code,

respectively.

The employee contribution rates for the current and preceding two fiscal years follow:

Employee Contribution Rate
Period STRS Ohio OPERS OPERSLE
Traditional = ARP Traditional =~ ARP Traditional  ARP
7/1/16-6/30/18 14.0% 14.0% 10.0% 10.0% 13.0% 13.0%
7/1/15-6/30/16 13.0% 13.0% 10.0% 10.0% 13.0% 13.0%

The employer contribution rates, which include health care, for the current and preceding two
fiscal years follow:

Employer Contributions
STRS Ohio OPERS OPERSLE
Bisoghear Traditional ARP Traditional AR Traditionall ARP
STRS Ohio  ARP OPERS ARP
7/1/17-6/30/18 | 14.00% 4.47% 9.53% 14.00% 2.44% 11.56% 18.10% 18.10%
7/1/15-6/30/17 | 14.00% 4.50% 9.50% 14.00% 0.77% 13.23% 18.10% 18.10%

University contributions equal to the required contributions for the current and two preceding years
follow: ,

Employer Contributions
STRS Ohio OPERS OPERSLE
BEGE e e ARP Traditional ARP Traditional | ARP
STRS Ohio  ARP OPERS __ ARP
2018 $ 4,891,587 $303,782 $641.948 | $ 491209 $109.793 $520,165|$ 273204 § -
2017 $ 4794476 $312,907 $653459 | $ 4725695 $ 35328 $606,748 |$ 282,124 § -
2016 $ 4841,012 $312.415 $658094 | $ 4653438 $ 34.885 $599387 |$ 305815 $§ -
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

At June 30, 2018 and June 30, 2017, the University reported a liability for its proportional share
of the net pension liability of OPERS/STRS Ohio. The net pension liability was measured as of
December 31, 2017 and December 31, 2016 for the OPERS plan and June 30, 2017 and June 30,
2016 for the STRS Ohio plan. The total pension liability used to calculate the net pension liability
was determined by an actuarial valuation as of those dates. The University’s proportion of the net
pension liability was based on its contributions to the pension plan relative to the contributions of
all participating reporting units.

Measurement Net Pension Liability Proportionate Share Percent

Plan Date 2018 2017 2018 2017 Change
OPERS December31  § 40,346,952 $§ 58,744,558 0.259492%  0.259332%  0.000160%
STRS Ohio July 1 78,429,268 116,609,896  0.330156%  0.348370%  -0.018214%

$ 118,776,220  § 175,354,454

Total pension expense for the years ended June 30, 2018 and June 30, 2017, including employer
contributions and accruals associated with recognition of net pension liabilities and related
deferrals, is presented below. Pension expense is allocated to institutional functions on the
Statement of Revenues, Expenses, and Changes in Net Position.

Fiscal year 2018 Fiscal year 2017

Total Total
Plan Pension Expense  Pension Expense
OPERS $ 8,171,181 $ 12,474,196
STRS Ohio (33,423,392) 6,498,193
Total $ (25,252;211) $ 18,972,389

At June 30, 2018 and June 30, 2017, the University reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

2018 2017
Deferred Deferred Deferred Deferred
QOutflows of  Inflows of Outflows of  Inflows of
Resources Resources Resources Resources
Differences between expected and actual experience $ 3,235,398  § 1,693,701 $ 4,804,830 $ 430,630
Net difference between projected and actual
earnings on pension plan investments - 11,385,073 18,487,233 -
Changes in assumptions 22,049,762 - 9,376,197 -
Change in proportionate share of contributions 32,895 9,650,455 19,699 8,365,499
University contributions subsequent
to the measurement date 7,990,095 - 7,712,874 -
Totals $33,308,150  $22,729,229 $40,400,833 $ 8,796,129
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Amounts reported as deferred outflows of resources related to pensions resulting from University
contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the University’s subsequent year’s financial statements. Other cumulative
amounts reported as deferred outflows and deferred inflows of resources related to pensions will
be recognized in pension expense as follows:

Year Ended June 30 Amount

2019 $ 3,406,886

2020 3,436,244
2021 (740,025)
2022 (3,494,928)
2023 (7,092)
Thereafter (12,259)
Totals $ 2,588,826

Actuarial Assumptions

For the June 30, 2018 financial statements, the total pension liability is based on the results of
actuarial valuations and determined using the following actuarial assumptions applied to all
periods included in the measurement:

OPERS as of 12/31/17 STRS Ohio as 0f 6/30/17
Acuarial cost method Individual entry age Entry age normal
Cost ofliving Pre 1/7/2013 retirees: 3% simple, Post  |0% effective July 1,2017

1/7/2013 retirees: 3% simple through
2018, then 2.15% simple

Salary increases, including inflation |3.25%-10.75% 12.5% at age 20 to 2.5% at age 65

Inflation 3.25% 2.50%

Investment rate of return 17.5% 7.45%, net of investment expenses,
including inflation

Experience study date Period of 5 years ended December 2015 |Period of 5 years ended July 1, 2016

Mortality basis RP-2014 combined mortality table RP-2014 combined mortality table

(Projection Scale MP-2016)
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For the June 30, 2017 financial statements, the total pension liability is based on the results of
actuarial valuations and determined using the following actuarial assumptions applied to all
periods included in the measurement:

OPERS as of 12/31/16

STRS Ohio as of 6/30/16

Acuarial cost method

Individual entry age

Entry age normal

Cost of living

Pre 1/7/2013 retirees: 3% simple, Post
1/7/2013 retirees: 3% simple through
2018, then 2.15% simple

2% simple applied as follows: for
members retiring before August 1,
2013, 2% per year; for members
retiring August 1, 2013 or later, 2%
COLA paid on fifth anniversary of
retirement date

Salary increases, including inflation

3.25%-10.75%

12.25% at age 20 to 2.75% at age 70

Inflation

3.25%

2.75%

Investment rate of return

7.5%

7.75%, net of investment expenses,
including inflation

Experience study date

Period of 5 years ended December 2015

Period of 5 years ended July 1, 2012

Mortality basis

RP-2014 mortality table projected 20

RP-2000 Combined Mortality Table

years using Projection Scale AA (Projection 2022-Scale AA)

Discount rate

The discount rate used to measure the total pension liability for OPERS was 7.50% as of June 30,
2018 and June 30, 2017. The discount rate used to measure the total pension liability for STRS
Ohio was 7.45% as of June 30, 2018 and 7.75% as of June 30, 2017, respectively. The projection
of cash flows used to determine the discount rate assumed that employee contributions will be
made at the current contribution rates and that employer contributions will be made at the
contractually required rates for all plans. Based on those assumptions, each pension plan’s
fiduciary net position was projected to be available to make all projected future benefit payments
for current active and inactive employees. Therefore, the long-term expected rate of return on
pension plan investments was applied to all periods of projected benefit payments to determine the
total pension liability.

The OPERS rate of return is arithmetic and determined using a building-block method in which
best estimate ranges of expected future real rates of return are developed for each major asset class.
These ranges are combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage, adjusted for inflation.
The STRS Ohio rate of return is based on 10 year annualized geometric nominal returns, which
include the real rate of return and inflation of 2.25% for plan year ended June 30, 2017 and 2.5%
for plan year ended June 30, 2016 and does not include investment expenses.

The allocation of investment assets within the OPERS portfolio is approved by the Board as
outlined in the annual investment plan. STRS Ohio utilizes investment consultants to determine
the long-term expected rate of return by developing best estimates of expected future real rates of
return for each major asset class.

57



YOUNGSTOWN STATE UNIVERSITY

NOTES TO FINANCIAL STATEMENTS (CONT.)
FOR THE YEARS ENDED JUNE 30, 2018 AND 2017

The target allocation and expected real rates of return for each major asset class are summarized
as follows:

OPERS as of 12/31/17 STRS Ohio as of 6/30/17
Long-Term Long-Term
Target  Expected Real Target  expected Real
Asset Class Allocation Rate of Retumn Asset Class Allocation Rate of Return
Fixed income 23.0% 2.20% Domestic equity 28.0% 7.35%
Domestic equity 19.0% 6.37% International equity 23.0% 7.55%
International equity 20.0% 7.88% Altermatives 17.0% 7.09%
Real estate 10.0% 5.26% Fixed income 21.0% 3.00%
Private equity 10.0% 8.97% Real estate 10.0% 6.00%
Other 18.0% 5.26% Liquidity reserves 1.0% 2.25%
Totals 100.0% Totals 100.0%
OPERS as of 12/31/16 STRS Ohio as of 6/30/16
Long-Term Long-Term
Target  Expected Real Target  expected Real
Asset Class Allocation Rate of Retumn Asset Class Allocation Rate of Return
Fixed income 23.0% 2.75% Domestic equity 31.0% 8.00%
Domestic equity 20.7% 6.34% International equity 26.0% 7.85%
International equity 18.3% 7.95% Altermatives 14.0% 8.00%
Real estate 10.0% 4.75% Fixed income 18.0% 3.75%
Private equity 10.0% 8.97% Real estate 10.0% 6.75%
Other 18.0% 4.92% Liquidity reserves 1.0% 3.00%
Totals 100.0% Totals 100.0%
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Sensitivity of the net pension liability to changes in the discount rate

The following presents the net pension liability of the University calculated using the discount rate
below, as well as what the University’s net pension liability would be if it were calculated using a
discount rate that is 1% lower and 1% higher than the current rate.

June 30, 2018 ($ in thousands)

Plan 1% Decrease Current Discount Rate 1% Increase

OPERS 6.50% $ 72,092 7.50% $ 40,347 8.50% $ 13,904

STRS Ohio 6.45% 112,426 7.45% 78,429 8.45% 49,792
$ 184,518 $ 118,776 $ 63,696

June 30, 2017 ($ in thousands)

Plan 1% Decrease Current Discount Rate 1% Increase

OPERS 6.50% $ 89,980 7.50% $ 58,744 8.50% $ 32,725

STRS Ohio 6.75% 154,965 7.75% 116,610 8.75% 84,255
$ 244945 $ 175,354 $ 116,980

Pension plan fiduciary net position

Detailed information about OPERS and STRS Ohio fiduciary net position is available in the
separately issued financial reports.

Payable to the Pension Plan
The University reported a payable of $1,629,276 and $1,164,889 for the outstanding amount of
contributions to the pension plan required for the years ended June 30, 2018 and June 30, 2017,

respectively.

Note 14 — Other Post-Employment Benefits (OPEB)

The Ohio Revised Code provides the statutory authority for public employers to fund post-
retirement health care through their contributions to STRS Ohio and OPERS.

Net OPEB Liability
The net OPEB liability reported on the Statement of Net Position represents a liability to

employees for OPEB. OPEB is a component of exchange transactions — between an employer and
its employees — of salaries and benefits for employee services. OPEB are provided to an employee
— on a deferred-payment basis — as part of the total compensation package offered by an employer
for employee services each financial period. The obligation to sacrifice resources for OPEB is a
present obligation because it was created as a result of employment exchanges that already have
occurred.
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The net OPEB liability represents the University’s proportionate share of each OPEB plan’s
collective actuarial present value of projected benefit payments attributable to past periods of
service, net of each OPEB plan’s fiduciary net position. The net OPEB liability calculation is
dependent on critical long-term variables, including estimated average life expectancies, earnings
on investments, cost of living adjustments and others. While these estimates use the best
information available, unknowable future events require adjusting this estimate annually.

Ohio Revised Code limits the University’s obligation for this liability to annually required
payments. The University cannot control benefit terms or the manner in which OPEB are financed;
however, the University does receive the benefit of employees’ services in exchange for
compensation including OPEB.

GASB 75 assumes the liability is solely the obligation of the employer, because the employer
benefits from employee services. OPEB contributions come from these employers and health care
plan enrollees which pay a portion of the health care costs in the form of a monthly premium. The
Ohio Revised Code permits, but does not require the retirement systems to provide healthcare to
eligible benefit recipients. Any change to benefits or funding could significantly affect the net
OPEB liability. Resulting adjustments to the net OPEB liability would be effective when the
changes are legally enforceable. The retirement systems may allocate a portion of the employer
contributions to provide for these OPEB benefits.

The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB

liability on the accrual basis of accounting. Any liability for the contractually-required OPEB
contribution outstanding at the end of the year is included in payroll liabilities.

State Teachers Retirement System of Ohio (STRS Ohio)

Plan Description

STRS Ohio is a cost sharing health plan that provides access to health care coverage to eligible
retirees who participated in the Defined Benefit or Combined Plans and their eligible dependents.
Coverage under the current program includes hospitalization, physicians’ fees, prescription drugs
and partial reimbursement of monthly Medicare Part B premiums. Medicare Part B premium
reimbursements will be discontinued effective Jan. 1, 2019. Pursuant to Chapter 3307 of the Ohio
Revised Code, the Retirement Board has discretionary authority over how much, if any, of the
associated health care costs will be absorbed by STRS Ohio. All benefit recipients, for the most
recent year, pay a portion of the health care costs in the form of a monthly premium. The STRS
Ohio report can be obtained at http://www.strsoh.org/publications/annual.reports.html.

Funding Policy

Under Ohio Law, funding for post-employment health care may be deducted from employer
contributions. Of the 14% employer contribution rate, 0% of the covered payroll was allocated to
post-employment health care for the years ended June 30, 2017, 2016 and 2015. The University’s
contributions allocated to post-employment health care for the years ended June 30, 2017, 2016,
and 2015 were $0.
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Ohio Public Employees Retirement System (OPERS)

Plan Description

OPERS maintains a cost-sharing, multiple-employer defined benefit post-employment health care
trust, which funds multiple health care plans including medical coverage, prescription drug
coverage and deposits to a Health Reimbursement Arrangement to qualifying benefit recipients of
both the Traditional Pension and the Combined plans. This trust is also used to fund health care
for Member-Directed participants in the form of a Retiree Medical Account (RMA). At retirement
or refund, Member-Directed plan participants may be reimbursed for qualified medical expenses
from their vested RMA balance.

In order to qualify for health care coverage, age-and-service retirees under the Traditional Pension
and Combined plans must have 20 or more years of qualifying Ohio service credit. Health care
coverage for disability benefit recipients and qualified survivor benefit recipients is available.

The Ohio Revised Code permits, but does not require, OPERS to provide health care to its eligible
benefit recipients. Authority to establish and amend health care coverage is provided to the
OPERS Board of Trustees (OPERS Board) in Chapter 145 of the Ohio Revised Code. The OPERS
report can be obtained at https://www.opers.org/financial/reports.shtml.

Funding Policy

The Ohio Revised Code provides the statutory authority requiring public employers to fund health
care through their contributions to OPERS. A portion of each employer’s contribution to OPERS
may be set aside to fund OPERS health care plans.

Employer contribution rates are expressed as a percentage of the earnable salary of active
members. In 2017, State and Local employers contributed at a rate of 14.0% of earnable salary
and Public Safety and Law Enforcement employers contributed at a rate of 18.1%. These are the
maximum employer contribution rates permitted by the Ohio Revised code. Active member
contributions do not fund health care.

Each year, the OPERS Board determines the portion of the employer contribution rate that will be
set aside to fund health care plans. The portion of employer contributions allocated to health care
for members in the Traditional Pension Plan and Combined Plan was 1.0% during calendar year
2017 and 2.0% during calendar years 2016 and 2015. The portion of employer contributions
allocated to health care decreased to 0.0% for calendar year 2018. The portion of the University’s
calendar year 2017, 2016 and 2015 contributions to OPERS used to fund post-retirement benefits
was $385,609, $696,094 and $692,105, respectively.
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As recommended by OPERS actuary, the portion of employer contributions allocated to health
care beginning January 1, 2018 decreased to 0.0% for both plans. The OPERS Board is also
authorized to establish rules for the retiree or their surviving beneficiaries to pay a portion of the
health care provided. Payment amounts vary depending on the number of covered dependents and
the coverage selected. The employer contribution as a percentage of covered payroll deposited
into the RMA for participants in the Member-Directed Plan for 2017 was 4.0%.

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to OPEB

At June 30, 2018, the University reported a liability for its proportional share of the net OPEB
liability of OPERS/STRS Ohio. The net OPEB liability was measured as of December 31, 2017
for the OPERS plan and June 30, 2017 for the STRS Ohio plan. The total OPEB liability used to
calculate the net OPEB liability was determined by an actuarial valuation as of those dates. The
University’s proportion of the net OPEB liability was based on its contributions to the OPEB plan
relative to the contributions of all participating reporting units.

Net OPEB  Proportionate

Measurement Liability Share
Plan Date 2018 2018
OPERS December 31 $ 27,793,199  0.255940%
STRS Ohio July 1 12,881,469  0.330156%
_S 40.674.668_

Total OPEB expense for the years ended June 30, 2018 including employer contributions and
accruals associated with recognition of net OPEB liabilities and related deferrals, is presented
below. OPEB expense is allocated to institutional functions on the Statement of Revenues,
Expenses, and Changes in Net Position.

Fiscal year 2018

Total OPEB
Plan Expense
OPERS $ 2,157,729
STRS Ohio (3,930,728)
Total $4. (15772.999)
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At June 30, 2018, the University reported deferred outflows of resources and deferred inflows of
resources related to OPEB from the following sources:

2018
Deferred Deferred
Outflows of Inflows of
Resources Resources

Differences between expected and actual experience $§ 765,248 $ -
Net difference between projected and actual

earnings on OPEB plan investments - 2,620,993
Changes in assumptions 2,023,639 1,037,644
Change in proportionate share of contributions - -
University contributions subsequent

to the measurement date - -
Totals $ 2,788,887 $ 3,658,637

Amounts reported as deferred outflows of resources related to OPEB will be recognized in OPEB
expense as follows:

Year Ended June 30 Amount

2019 $ (308,778)
2020 (308,778)
2021 (308,778)
2022 (1,346,423)
2023 1,384,114
Thereafter 18,893
Totals $ (869,750)
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Actuarial Assumptions

For the June 30, 2018 financial statements, the total OPEB liability is based on the results of
actuarial valuations and determined using the following actuarial assumptions applied to all
periods included in the measurement:

OPERS as of 12/31/17 STRS Ohio as of 6/30/17
Acuarial cost method Individual entry age Entry age normal
Cost of living 0% effective July 1,2017
Salary increases, including inflation |3.25%-10.75% 12.5% at age 20 to 2.5% at age 65
Payroll increases 3%
Inflation 3.25% 2.50%
Investment rate of return 6.50% 7.45%, net of investment expenses,
including inflation
Blended discount rate of return 4.13%
Single discount rate 3.85%
Municipal bond rate 3.31%
Health care cost trends 7.5% initial, 3.25% ultimate in 2028 |6%-11% initial, 4.5% ultimate
Experience study date Period of 5 years ended Period of 5 years ended
December 31, 2015 June 30, 2016
Mortality basis RP-2014 combined mortality table [RP-2014 combined mortality table

(Projection Scale MP-2016)

Discount rate

The discount rate used to measure the total OPEB liability was 3.85% for OPERS at June 30, 2018.
A single discount rate of 3.85% for OPERS represents the long-term expected rate of return of
65% for the funded benefit payments and the tax-exempt municipal bond rate based on an index
of 20-year general obligation bonds with an average AA credit rating of 3.31% for the unfunded
benefit payments. The projection of cash flows used to determine the OPERS discount rate
assumed that employer contributions will be made at rates equal to the actuarially determined rate.
Based on these assumptions, the health care fiduciary net position and future contributions were
sufficient to finance health care costs through 2034. As a result, the long-term expected rate of
return on health care investments was applied to projected costs through the year 2034, and the
municipal bond rate was applied to all health care costs after that date. The OPERS rate of return
is arithmetic and determined using a building block method in which best estimate ranges of
expected future real rates of returns are developed for each major asset class. These ranges are
combined to produce the long-term expected real rate of return by weighting the expected future
real rates of return by the target allocation.
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The discount rate used to measure the total OPEB liability was 4.13% for STRS Ohio at June 30,
2018. The projection of cash flows used to determine the STRS Ohio discount rate assumes STRS
Ohio continues to allocate no employer contributions to the health care fund. Based on these
assumptions, the OPEB plan’s fiduciary net position was not projected to be sufficient to make all
projected future benefit payments of current plan members. Therefore, a blended discount rate of
4.13%, which represents the long-term expected rate of return of 7.45% for the funded benefit
payments and the Bond Buyer 20-year municipal bond rate of 3.58% for the unfunded benefit
payments, was used to measure the total STRS Ohio OPEB liability as of June 30, 2018. The
STRS Ohio rate of return is based on 10 year annualized geometric nominal returns, which include
the real rate of return and inflation of 2.25% and does not include investment expenses.

The allocation of investment assets within the OPERS Health Care portfolio is approved by the
Board as outlined in the annual investment plan. STRS Ohio’s investment consultant develops an
estimate range for the investment return assumption based on the target allocation adopted by the
Retirement Board.

The target allocation and expected real rates of return for each major asset class are summarized
as follows:

OPERS as of 12/31/17 STRS Ohio as of 6/30/17
Long-Term Long-Term

Target  Expected Real Target  expected Real

Asset Class Allocation Rate of Return Asset Class Allocation Rate of Return
Fixed income 34.0% 1.88% Domestic equity 28.0% 7.35%
Domestic equity 21.0% 6.37% International equity 23.0% 7.55%
REITs 6.0% 5.91% Altermatives 17.0% 7.09%
Intermational equity 22.0% 7.88% Fixed income 21.0% 3.00%
Other 17.0% 5.39% Real estate 10.0% 6.00%
Totals 100.0% Liquidity reserves 1.0% 2.25%

Totals 100.0%

Sensitivity of the net OPEB liability to changes in the discount rate
The following presents the net OPEB liability of the University calculated using the discount rate

below, as well as what the University’s net OPEB liability would be if it were calculated using a
discount rate that is 1% lower and 1% higher than the current rate.
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June 30, 2018 ($ in thousands)

Plan 1% Decrease Current Discount Rate 1% Increase
OPERS 2.85% $ 36,924 3.85% $ 27.793 4.85% $ 20,406
STRS Ohio  3.13% 17,293 4.13% 12,882 5.13% 9,395
$ 54217 $ 40,675 $ 29,801
Plan 1% Decrease Current Trend Rate 1% Increase
OPERS $ 26,592 $ 27,793 $ 29,034
STRS Ohio 8,949 12,882 18,056
$ 35,541 $ 40,675 $ 47,090

OPEB plan fiduciary net position

Detailed information about OPERS and STRS Ohio fiduciary net position is available in the
separately issued financial reports.

Payable to the OPEB Plan

The University reported a payable of $0 for the outstanding amount of contributions to the OPEB
plan required for the year ended June 30, 2018.

Note 15 — Contingencies and Risk Management

During fiscal year 2018, the University formed a 19-member Risk Council that will establish a
Risk Management Program that provides a forum and process to strategically identify risks that
are of utmost importance and develop coordinated and holistic mitigation plans that appropriately
addresses those risks. The implementation of Enterprise Risk Management will provide the
framework to proactively and continuously manage risks in a manner consistent with the
University’s mission, goals and culture.

The University is a defendant in various lawsuits. It is the opinion of University management that
disposition of pending litigation will not have a material adverse effect on the financial statements
of the University. The University receives grants and contracts from certain federal, state and local
agencies to fund research and other activities. The costs, both direct and indirect, that have been
charged to the grants or contracts are subject to examination and approval by the granting agency.
It is the opinion of the University’s administration that any disallowance or adjustment of such
costs would not have a material effect on the financial statements.

The University is self-insured for all medical and drug employee health care benefits and fully
insured for dental and vision employee health care benefits. The self-insured plan includes stop
loss provisions.

Liabilities for estimates of outstanding claims and claims incurred but not reported under self-
insurance programs have been recorded. Changes in the self-insured health care liabilities
included in accrued health care benefits payable (also see Note 8) at June 30, 2018, June 30, 2017,
and June 30, 2016 were as follows:
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2018 2017 2016
Liability at beginning of fiscal year $ 974,065 $ 1,004,491 $ 1,208,506
Current year claims including changes in estimates 14,444,546 12,067,377 12,942,152
Claim payments (14,215,271) (12,097,803) (13,146,167)
Liability at end of fiscal year $ 1,203,340 $ 974,065 $ 1,004,491

Health insurance claims are based upon estimates of the claims liabilities. Estimates are based
upon past experience, medical inflation trends, and current claims outstanding, including year end
lag analysis. Differences between the estimated claims payable and actual claims paid are reported
in the Statements of Revenues, Expenses, and Changes in Net Position.

The University is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
University has joined with other state-assisted universities in Ohio to form an insurance pool for
the acquisition of commercial property and casualty insurance. The University pays annual
premiums to the pool for its property and casualty insurance coverage based on its percentage of
the total insurance value to the pool. Future contributions will be adjusted based upon each
university’s loss history. The University had no significant reductions in coverage from the prior
year. Insurance settlements have not exceeded insurance coverage for each of the past three fiscal
years.

The University participates in a State pool of agencies and universities that pays workers’
compensation premiums into the State Insurance Fund on a pay-as-you-go basis (the Plan), which
pays workers’ compensation benefits to beneficiaries who have been injured on the job. Losses
from asserted and unasserted claims for the participating state agencies and universities in the Plan
are accrued by the Ohio Bureau of Workers” Compensation (the Bureau) based on estimates that
incorporate the past experience, as well as other considerations including the nature of each claim
or incident and relevant trend factors. Participants in the Plan annually fund the workers’
compensation liability based on rates set by the Bureau to collect the cash needed in subsequent
fiscal years to pay the workers’ compensation claims of participating State agencies and
universities.

Note 16 — Component Unit

Youngstown State University Foundation (YSUF or Foundation) is a legally separate nonprofit
organization exempt from federal income tax and classified as a public charity. YSUF is devoted
to the support, expansion, and development of educational programs at the University that are
useful and beneficial to the students and the community. Because these restricted resources held
by the Foundation can only be used by, or for the benefit of the University, the Foundation is
considered a component unit of the University.

YSUF is a nonprofit organization that reports under FASB standards. As such, certain revenue
recognition criteria and presentation features are different from GASB revenue recognition criteria
and presentation features. With the exception of necessary presentation adjustments, no
modifications have been made to YSUF’s financial information in the University’s financial report
for these differences.
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YSUF investments consist of the following at June 30, 2018 and 2017:

Investments
Cash and cash equivalents
Common stock - U.S. stocks
Mutual funds:
Exchange traded
Money market
Fixed income
Equity
Total mutual funds
Alternative investments:
Private equity
Commodities hedge funds
Total alternative investments
Total

Investments measured at NAV
Hedge funds
Total assets

Investments
Cash and cash equivalents
Common stock - U.S. stocks
Mutual funds:
Exchange traded
Money market
Fixed income
Equity
Total mutual funds
Alternative investments:
Private equity
Commodities hedge funds
Total alternative investments
Total

Investments measured at NAV
Hedge funds
Total assets

Other Assets

Beneficial interest in remainder trusts

Quoted Prices in  Significant Other Significant
Active markets for Observable Unobservable

Identical Assets Inputs Inputs Balance at
(Level 1) (Level 2) (Level 3) June 30, 2018
$ 2,318,271 $ - $ - $ 2,318,271
48,497,285 - - 48,497,285
46,049,742 - - 46,049,742
3,305,188 - - 3,305,188
16,593,966 8,753,958 - 25,347,924
50,972,297 2,159,824 - 53,132,121
116,921,193 10,913,782 - 127,834,975
- - 18,802,017 18,802,017
- - 1,454,276 1,454,276
- - 20,256,293 20,256,293

$ 167,736,749

$ 10,913,782

$ 20,256,293

$ 198,906,824

45,014,950
$ 243,921,774
Quoted Prices in  Significant Other Significant
Active markets for Observable Unobservable

Identical Assets Inputs Inputs Balance at
(Level 1) (Level 2) (Level 3) June 30, 2017
$ 1,425,565 $ - $ - $ 1,425,565
38,193,906 - - 38,193,906
40,601,321 - - 40,601,321
4,856,994 - - 4,856,994
19,502,023 10,494,303 - 29,996,326
52,445,279 1,727,834 - 54,173,113
117,405,617 12,222,137 - 129,627,754
- - 16,190,876 16,190,876
- - 1,931,787 1,931,787
- - 18,122,663 18,122,663

$ 157,025,088

$="112.222,137

$ 18,122,663

$ 416,938

$ 187,369,888

41,025,801

$ 228,395,689

$ 416,938
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Financial support from YSUF was $8,161,200 for the fiscal year ended June 30, 2018 and
$8,067,599 for the fiscal year ended June 30, 2017. Financial support from YSUF has been
committed for fiscal year 2019 in the amount of $8,322,749.

Complete financial statements for the Youngstown State University Foundation can be obtained
from The Youngstown State University Foundation.
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Plan Years Ended 2014 to 2017

University's
proportionate
share of the
collective net
pension liability

University's

University's proportionate

Plan fiduciary
net position as
a percentage of

proportion of  share of the net as a percentage the total
the net pension pension University's  of the employer's pension
Plan Year liability (asset) liability (asset) covered payroll  covered payroll liability

Ohio Public Employees Retirement System (OPERS)
2017 0.259492% $ 40,346,952  $ 40,446,282 99.75% 81.00%
2016 0.259332% $ 58,744,558 $ 39,595,195 148.36% 80.00%
2015 0.269315% $ 46,516,739 $ 39,715,198 117.13% 85.00%
2014 0.284240% $ 34,173,082 $ 40,769,505 83.82% 84.00%
State Teachers Retirement System (STRS Ohio)
2017 0.330156% $ 78,429,268 $ 41,735,926 187.92% 75.30%
2016 0.348370%  $ 116,609,806 $ 41,521,217 280.84% 66.80%
2015 0.361214% $ 99,828,954 $§ 42,774,459 233.38% 72.10%
2014 0.384452%  $ 93,512,061 $ 44,313,510 211.02% 74.70%

The plan year ends on June 30 for STRS Ohio and December 31 for OPERS.
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Contributions
in relation to

Statutorily the statutorily Annual
required required contribution
Fiscal Year contribution contributions deficiency

University's
covered payroll

Conributions
recognized by the
pension plan in
relation to the
statutorily or
contractually required
employer
contribution as a
percent of the
employer's covered
payroll

Ohio Public Employees Retirement System (OPERS)

2018 $ 5104871 § 5104871 §
2017 $ 5043,147 $§ 5,043,147 §
2016 $ 4994138 § 4,994,138 §
2015 $ 5095976 $§ 5095976 $

State Teachers Retirement System (STRS Ohio)

2018 $ 5195369 $ 5195369 $
2017 $ 510738 $§ 5107383 §
2016 $ 5153427 $ 5153427 %
2015 $ 5318436 $ 5315436 §
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41,095,514
39.901,665
39.458,926
40,264,007

41,735,926
41,199,747
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Schedules of the University’s Proportionate Share of the Net OPEB Liability

Plan Year Ended 2017
University's
proportionate
share of the
University's collective net Plan fiduciary
University's proportionate OPEB liability as  net position as
proportion of  share of the net apercentage of  apercentage of
the net OPEB  OPEB liability University's the employer's  the total OPEB
Plan Year liability (asset) (asset) covered payroll  covered payroll liability
Ohio Public Employees Retirement System (OPERS)
2017 0.255940% $ 27,793,199 $ 40,446,282 68.72% 60.70%
State Teachers Retirement System (STRS Ohio)
2017 0.330156% $ 12,881,469 $§ 41,735,926 30.86% 47.10%

The plan year ends on June 30 for STRS Ohio and December 31 for OPERS.
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Schedules of the University’s OPEB Contributions

Contributions
in relation to

Conributions
recognized by the
OPEB plan in
relation to the
statutorily or
contractually required
employer
contribution as a
percent of the

Statutorily the statutorily Annual
required required contribution University's employer's covered
Fiscal Year contribution contributions deficiency covered payroll payroll
Ohio Public Employees Retirement System (OPERS)
2018 $ 190,221  § 190,221 §$ - $ 41,095,514 0.46%
State Teachers Retirement System (STRS Ohio)
$ 41,735,926 0.00%

2018 $ S $ = $ -
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Capri S. Cafaro

Rocco L. Core

Delores E. Crawford, Chair

David C. Deibel, Vice Chair

Charles T. George
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Michael A. Peterson
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Molly S. Seals
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OTHER INFORMATION

Board of Trustees

Executive in Residence
American University’s School of Public Affairs

Student Trustee

Community Affairs Director
WKBN

Owner and President
Boardman Steel

Chief Executive
Hapco, Inc., Strangepresse and Triptech

President and Chief Executive Officer
Salem Regional Medical Center

Anesthesiologist
Bel-Park Anesthesia Assocates, Inc. and

St. Elizabeth Boardman Health Center

Director of Global Investigations and Security Services
Goodyear

Student Trustee

Principal and President
Roth, Blair, Roberts, Strasfeld & Lodge

Retired, Vice President of Human
Resources Program Delivery

Mercy Health Youngstown

Secretary to the Board of Trustees
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Executive Officers

Mr. James P. Tressel, M.A. President

Joseph Mosca, Ph.D. Provost and Vice President for Academic Affairs
Neal P. McNally, M.P.A. Vice President for Finance & Administration
Holly A. Jacobs, J.D. Vice President and General Counsel
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Pass Through Expenditures to
Federal Grantor/Pass-Through Grantor/Program or Cluster Title CFDA # Number Subrecipients Federal Expenditures
Student Financial Aid Cluster
Department of Education:
Direct programs:
Federal Supplemental Educational Opportunity Grants 84.007 $ - $ 334,518
Federal Work Study Program 84.033 - 457,072
Federal Perkins Loan Program (see Note 2) 84.038 - 2,096,360
Federal Pell Grant Program 84.063 - 19,769,172
Federal Direct Student Loans (see Note 2) 84.268 - 55,744,772
Total Student Financial Aid Cluster $ - $ 78,401,894
Research and Development Clus ter
Department of Commerce:
Direct program:
Arr for Interdisciplinary R h Infrastructure 11.619 $ 77,300 $ 75,452
Pass-through program:
Sea Grant Support
National Oceanic & Atmospheric Administration (NOAA)
The Ohio State University 11.417 60055607 - 140
Total Department of Commerce 77,300 75,592
Department of Defense:
Direct programs:
Basic and Applied Scientific Research 12.300 - 144,668
Air Force Defense Research Sciences Program 12.800 - 179,843
Pass-through program:
Air Force Defense Research Sciences Program
University of Akron 12.800 YSU-03989 - 40,861
National Center for Defense M anufacturing and M achiningtNCDM M)
The University of Dayton Research Institute 12.800 RSC16035 1,181,115 1,768,302
The University of Dayton Rescarch Institute 12.800 RSC17041 19,383 65,330
National Center for Defense M anufacturing and M achiningNCDMM) 12,800 N/A 520,873 928,586
National Center for Defense M anufacturing and M achiningdNCDMM)  12.800 N/A 35,759 71,423
National Center for Defense M anufacturing and M achiningtNCDMM) 12,800 N/A - 141
Total 12.800 1,757.130 3,054,486
Total Department of Defense 1,757,130 3,199,154
National Aeronautics and Space Administration:
Pass-through program:
Science
Ohio Space Grant Consortium 43.001 N/A - 370
Universities Space Rescarch Association (USRA) 43.001 04555-029 - 24751
Space Telescope Science Institute 43.001 HST-GO-15235.004-A - 14,822
Total National Aeronautics and Space Administration - 39,943
National Science Foundation:
Direct programs:
Mathematical and Phy sical Sciences 47.049 - 17,233
Computer and Information Science and Engineering 47.070 - 129,077
Education and Human Resources 47.076 - 23,889
Pass-through program:
M athematical and Phy sical Sciences
Lewis and Clark College 47.049 2017-CAS-NSF-1272 - 15,281
Case Western Reserve University 47.049 RES511941 - 2,877
Total 47.049 - 18,158
Total National Science Foundation - 188,357
Environmental Protection Agency:
Direct program:
Regional Wetland Program Development Grants 66.461 11,155 33,021
Total Environmental Protection Agency 11,155 33,021
Department of Education:
Pass-through programs:
Special Education_Grants to States
The University of Dayton Research Institute 84.027 RSC17019 - (750)
The University of Cincinnati 84.027 010994-002 - 24,389
Total 84.027 - 23,639
Transition Programs for Students with Intellectual Disabilitics into Higher Education
The Ohio State University 84.407A 60051504 = 24,183
Total Department of Education - 47,822
Department of Health and Human Services:
Pass-through program:
Aging Research
University of Pittsburgh 93.866 0048408 (127307-1) - 49,835
Total Department of Health and Human Services - 49,835
Total Research and Development Cluster $ 1,845,585 $ 3,633,724

76




YOUNGSTOWN STATE UNIVERSITY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

JUNE 30, 2018
Pass Through Expenditures to Federal
Federal Grantor/Pass-Through Grantor/Program or Cluster Title CFDA # Number Subrecipients E ditures
TRIO Cluster
Department of Education
Direct program:
TRIO_Upward Bound 84.047A $ s $ 270,967
Total TRIO Cluster $ - $ 270,967
Other Programs
Department of Commerce:
Pass-through program:
NOAA Mission-Related Education Awards
Consortium for Ocean Leadership 11.008 SA#18-04 $ - $ 9,000
Total Department of Commerce = 9,000
Appalachian Regional Commission:
Direct program:
Appalachian Area Development 23.002 - 22,975
Total Appalachian Regional Commission - 22975
National Aeronautics and Space Administration
Direct program:
Science 43.001 - 5,000
Pass-through program:
Education
Space Telescope Science Institute 43.008 N/A - 9,850
Total National Aeronautics and Space Administration - 14,850
National Endowment for the Arts:
Direct program:
Promotion of the Arts_Grants to Organizations and Individuals 45.024 - 53,275
Total National Endowment for the Arts - 53,275
Small Business Administration:
Pass-through program:
Small Business Development Centers
State of Ohio, Development Services Agency 59.037 N/A - 232,893
Total Small Business Administration - 232,893
Department of Education:
Direct program:
Gaining Early Awareness and Readiness for Undergraduate Programs 84334 - 3,450
Pass-through programs:
Special Education_Grants to States
The University of Dayton Research Institute 84.027 RSC16070 - 3,355
The University of Dayton Research Institute 84.027 RSC16064 - 12,500
Total 84.027 - 15,855
Twenty-First Century Community Learning Centers
State of Ohio Department of Education 84.287 USAS 599 - 878,756
Improving Teaching Quality State Grants
State of Ohio Department of Education 84.367A N/A - 96,224
College Access Challenge Grant Program
DC Department of Higher Education 84.378A N/A - 19,000
Total Department of Education - 1,013,285
Department of Health and Human Services:
Direct programs:
Nurse Anesthetist Traineeships 93.124 - 23,901
Substance Abuse and Mental Health Services_Projects of Regional and National Siginificance
93.243 - 56,595
Pass-through programs:
Stephanie Tubbs Jones Child Welfare Services Program
State of Ohio Department of Jobs and Family Services 93.645 G-1819-06-0337 - 5,243
Foster Care-Title IV-E
State of Ohio Department of Jobs and Family Services 93.658 G-1617-06-0271 - 32,903
State of Ohio Department of Jobs and Family Services 93.658 G-1819-06-0337 - 74,802
Total 93.658 - 107,705
Health Careers Opportunity Program
Northeast Ohio Medical University 93.822 G0033-S - 17,205
Northeast Ohio Medical University 93.822 G0033-BB - 34,733
Total 93.822 = 51,938
245382

Total Department of Health and Human Services -

Total Other Programs $ -

$ 1,591,660

$ 83,898,245

Grand Total of Federal Expenditures 77 $ 1,845,585



YOUNGSTOWN STATE UNIVERSITY

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2018

Note 1 — Basis of Accounting

The accompanying schedule of expenditures of federal awards (the "Schedule") includes the
federal award activity of Youngstown State University under programs of the federal government
for the year ended June 30, 2018. The information in this Schedule is presented in accordance with
the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Because the Schedule presents only a selected portion of the operations of the University, it is not
intended to and does not present the financial position, changes in net assets, or cash flows of
Youngstown State University.

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance,
wherein certain types of expenditures are not allowable or are limited as to reimbursement.
Youngstown State University uses indirect cost rates ranging from 8-53% per the respective grant
agreements. '

Note 2 — Loans

Federal Direct Loan Program

The University participates in the Federal Direct Loan Program (84.268). The University
originates but does not provide funding for Federal Direct Loans (FDL). The amount presented
on the Schedule of Expenditures of Federal Awards represents the value of new FDL processed
by the University for the year ended June 30, 2018.

Federal Perkins Loan Program

The amount presented on the Schedule of Expenditures of Federal Awards for the Federal Perkins
Loan Program (84.038) represents the value of new loans made or received during the audit period,
plus the beginning of the audit period balance of loans from previous years for which the Federal
Government imposes continuing compliance requirements. The amount outstanding for the
Federal Perkins Loan Program at June 30, 2018 is $1,577,087. Total new loans disbursed under
the Federal Perkins Loan Program for the fiscal year ended June 30, 2018 were $168,924, which
includes the loans to students and administrative expenditures.
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YOUNGSTOWN STATE UNIVERSITY

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONT.)
FOR THE YEAR ENDED JUNE 30, 2018

Note 3 — Subrecipient Awards

Certain funds are passed through to subgrantee organizations by the University. Expenditures
incurred by the subgrantees and reimbursed by the University are presented in the Schedule of
Expenditures of Federal Awards. For the years ended June 30, 2018 and June 30, 2017, the
University provided expenditures to subrecipients as follows:

CFDA# Federal Granting Agency 2018 2017

11.619 Department of Commerce (DOC) $ 77,300 $ 152,231
12.800 Department of Defense (DOD) 1,757,130 1,299,022
66.461 Environmental Protection Agency (EPA) 11,155 -

$ 1,845,585 $ 1,451,253
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Crowe

Crowe LLP
Independent Member Crowe Global

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Trustees
Youngstown State University
Youngstown, Ohio

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
business-type activities and discretely presented component unit of Youngstown State University
(the “University”), a component unit of the State of Ohio, as of and for the year ended June 30,
2018, and the related notes to the financial statements, which collectively comprise the
University’s basic financial statements, and have issued our report thereon dated October 12, 2018.
Our report includes a reference to other auditors who audited the financial statements of the
Youngstown State University Foundation, a component unit of the University, as described in our
report on the University’s financial statements. The financial statements of the Youngstown State
University Foundation were not audited in accordance with Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the University's
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the University’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the University’s
internal control.
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A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the University's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of noncompliance
or other matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
the effectiveness of the entity’s internal control or on compliance. This report is an integral part

of an audit performed in accordance with Government Auditing Standards in considering the
entity’s internal control and compliance. Accordingly, this communication is not suitable for any

other purpose.
Chowe LLP

Crowe LLP

Columbus, Ohio
October 12, 2018
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Independent Member Crowe Global

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE

To the Board of Trustees
Youngstown State University
Y oungstown, Ohio

Report on Compliance for Each Major Federal Program

We have audited Youngstown State University’s (the “University”) compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a direct and
material effect on each of the University’s major federal programs for the year ended June 30, 2018.
The University’s major federal programs are identified in the summary of auditor’s results section of
the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the University’s major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and the audit requirements of Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform
Guidance require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct
and material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about the University’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major

federal program. However, our audit does not provide a legal determination of the University’s
compliance.
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Opinion on Each Major Federal Program

In our opinion, the University complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2018.

Report on Internal Control Over Compliance

Management of the University is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the University’s internal control over compliance
with the types of requirements that could have a direct and material effect on each major federal
program to determine the auditing procedures that are appropriate in the circumstances for the purpose
of expressing an opinion on compliance for each major federal program and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do
not express an opinion on the effectiveness of the University’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet important
enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Crowe LLP

Crowe LLP

Columbus, Ohio
October 12,2018
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YOUNGSTOWN STATE UNIVERSITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2018

Section I - Summary of Auditor’s Results

Financial Statements

Type of report the auditor issued on whether the
financial statements audited were prepared in

accordance with GAAP: Unmditied

Internal control over financial reporting:
Material weaknevss(es) identified? Yies X No
Significant deficiencies identified not Vs X  Nobe
considered to be material weaknesses? Reported

Noncompliance material to financial statements Ves X No

noted? =

Type of auditor’s report issued on compliance for major programs: Unmodified

Federal Awards

Internal Control over major programs:

Material weakness(es) identified? Yes X No
Significant deficiencies identified not Vs X None
considered to be material weaknesses? p——— m

Any audit findings disclosed that are required to be

reported in accordance with 2 CFR 200.516(a)? YVes % i
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YOUNGSTOWN STATE UNIVERSITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2018 (CONT.)

[dentification of major programs:

Name of Federal Program or Cluster CFDA

Number(s)

U.S. Department of Education
Student Financial Aid Cluster:

Federal Pell Grant Program 84.063
Federal Supplemental Educational Opportunity Grants 84.007
Federal Work-Study Program 84.033
Federal Perkins Loan Program 84.038
Federal Direct Student Loans 84.268

Dollar threshold used to distinguish between Type A and Type B programs: $750.000

Auditee qualified as low-risk auditee? X Yes No

Section II - Financial Statement Findings
There were no findings for the year ended June 30, 2018.
Section III - Federal Award Findings

There were no findings for the year ended June 30, 2018.
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YOUNGSTOWN STATE UNIVERSITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2018 (CONT.)

Prior Year Audit Findings

There were no findings for the year ended June 30, 2017.
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